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Purse with Strings 


iG is a year since the Government issued its statement of policy on 

personal incomes. There were.critics of that document who expected 
that it would be useless from the very. start. It is true that the policy 
was plentifully garnished with reservations, and that these gave oppor- 
tunities to the trade unions to add to their wages claims the supporting 
unction of the White Paper itself. It is true also that the terms on 
which the Trade Union Congress accepted ‘the Government’s policy on 
wages presupposed that even if money wages were kept stable in accord- 
ance with the Government’s wishes, real wages would be allowed to rise 
as a result of falting prices. 

In the event, both wages and prices have further increased. Claims 
for higher wages, of varying degrees of respectability judged by the 
canons of the White Paper, have been admitted. The index of wage 
rates rose from 104 in February 1948 to 107.in December; the index of 
retail prices rose from 106 to 109 in the same period. Roughly speaking, 
wage earners as a whole have maintained their power to consume the 
same volume of goods and services which they enjoyed a year ago. But 
a large number of them—about 74 million out of the 194 million in 


‘civil employment—have during 1948 increased their pay packet for a 


normal week by not far short of £2 million. It is easy for the critics 
now to say that the policy has been a resounding failure, and indeed it 
is obvious enough that it has not been a great success, The bargaining 
power of the unions has not been affected, and the awards made to meet 
their claims have been only gently tempered by the Government’s ex- 
hortations of a year ago. 

When the White Paper appeared a year ago, there were hopes of a 
fall in world prices. In retrospect, it seems clear that the Government 
were themselves counting on such a fall in order to ensure the success 
of their wages policy. They were disappointed, and so were their sup- 
porters. The trade unionists have kept their real incomes ;_ but they 
have not improved them, and they are becoming increasingly critical 
of rising prices and the higher cost of living. Any representative sample 
of the Goverament’s supporters in the country would evince no show 
of enthusiasm for the results of nationalisation or for a policy of further 
nationalisation, But mention the cost of living and it is instantly clear 
where their biggest complaint is to be found. This complaint is not based 
merely on the supposed rightfulness that the wage earner’s standard of 
living should always increase ; it is based on the immediate consideration 
that the part of his standard of living which he obtains from his own 
expenditure (as distinct from that part which the Government provides 
for’him) has been falling, because many prices have risen to a greater 
extent than his wages have risen. : 

The Government's miscalculation about prices has been unfortunate. 
But it is doubly unfortunate that, just at the moment when the inflated 
system of world prices promises. to revert to some degree of sense and 
order, Britain should be bound by contracts made in the past to import 


» food and primary raw materials at prices higher than: those .which are 
likely to be seen on world markets this year.. The attempt to bring down 
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prices in this country will be slower than the fall which may 
occur in America and the rest of the world. 

This is particularly unwelcome now that the tendency is 
reappearing to preach at symptoms rather than to attack root 
causes. A good illustration of that tendency was to be found 
in the debate last Tuesday on incomes, costs and prices. This 
was a minor Parliamentary occasion, but it gave several 
Labour backbenchers an opportunity to put forward confused 
figures and even more confused arguments on the right way to 
reduce the cost of living. One speaker argued that wages had 
been cut as a result of a reduction in the fiduciary issue ; another 
that withdrawals from the co-operative societies showed that 
there was a shortage of purchasing power in the pockets of the 
people. This was not, indeed, a very high level of economic 
discourse, but it was symptomatic of the still widespread feeling 
that prosperity is quite simple to obtain merely by increasing 
the supply of money. In fact, the supply of money has been 
increasing disquietingly in recent months ; and that fact has 
itself raised the question whether the Chancellor’s policy of 
disinflation (faithfully re-echoed by the Economic Secretary 
on Tuesday) is not falling foul of the monetary excesses it was 
intended to cure. 

It is an old habit of Chancellors to justify their expendi- 
ture, and the taxes which are needed to support it, by 
challenging the other side to name a single item which should 
be reduced. Sir Stafiord Cripps himself indulged in this 
specious dialectic last year. Every item had been examined ; 
every item was justified; nothing could be pruned without 
damage to the Government’s planning or to the social fabric. 
This is, in fact, a certain recipe for disaster. This week the 
nation has heard with a sense of shock that supplementary 
estimates for 1948-49 call for more than {£221 million ; these 
additional sums are for the civil votes only, and presumably 
there will be extra money to find for the defence services. A 
few weeks ago Sir Stafford Cripps was’ claiming that, despite 
increased expenditure, the main outline of his Budget remained 
intact. It was on that ground that he extenuated an increase in 
the cost of subsidies, now running at an annual rate nearly {100 
million higher than was promised in the Budget. Now follows 
the first reckoning for the national health service—nearly £59 
million more than the very provisional estimate. 

These are all estimates on revenue account. It remains to 
be seen how far their extra cost is covered by additional receipts 
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from taxation, and further whether capital expenditure “ below 
the line ” will show the same tendency to outrun the original 
estimates. If “the main outline ” of the budget rémains intacts 
if, that is to say, the Chancellor’s true surplus of t530 
is affected only to a minor degree on balance—it will provide 
more striking testimony to the buoyancy of the revenue than 
to any effort on the Government’s part to restrain its own 
unheeding expenditure. And buoyancy of the revenue js tittle 
more than a euphemism, under present conditions, for a further 
dose of inflation. 


As the budget season approaches, the Chancellor will haye 
to ponder deeply on the fiscal future of Britain. He will not 
readily agree to the proposition that the Government is spending 
altogether too high a proportion of the national income both for 
its current needs and for new capital. Yet that is the inescapable 
fact; the attempt at disinflation is failing because the one 
spender who refuses to be disinflated is the Government itself, 
He will have to reflect on the practicability that the British fiscal 
system will be capable of supporting indefinitely vast expendi- 
tures for social services, subsidies, housing, education and 
defence, and providing in addition the surplus of savings with- 
out which a large—though it is not an unduly large—programme 
of capital work can be financed without inflation. He will have 
to assess the willingness and ability of that patient animal, the 
British taxpayer, to continue to devote himself to hard work in 
order to buy cigarettes at 3s. 6d. for twenty or to keep half or 
less of what he earns to dispose as he chooses. 

It will not be enough to say that every item of expenditure is 
meritorious ; if merit alone were the test, a social reformer in 
an afternoon could double the total of the budget. It has to 
be shown that the nation can afford the expenditure—that it is 
prepared to go without in order to match what the Government 
spends. And he should reflect that although the British people 
have in the last year or two been re-learning some of the funda- 
mental facts about economic life, they still think of the Govern- 
ment’s expenditure as being something quite apart from their 
own. So long as that view persists, the social services, desirable 
though they all are, will for ever be vulnerable—either to a 
Chancellor of fearless political courage who will cut them or, 
more likely, to the erosive effects of inflation. The troubles of 
which the housewife complains in making ends meet have @ 
lesson for the Chancellor. He, as the national housekeeper, 
needs a purse with strings. 


Warning from Norway 


we or later Norway was bound to be thrust into the 
i) arena of the cold war between Russia and America. The 
open preference of its people for the ways of the west, its 
bitter experiences in the war and its impatience with the wishful 
thinking of its neighbour Sweden had already led its Labour 
Government into words and acts which drew rebukes from 
Moscow. It was only a question of time before it declared 
itself for the west, and asked for its protection. The year that 
has passed since the Communist coup in Prague has seen the 
Communists of Norway dwindling to an insignificant minority 


and its public opinion rallying fast behind a policy of seeking 
security in ch ogeatinn an Atlantic Se 
‘orWegians are well aware of the immense strategic import- 
ance of their country. With over 1,000 miles of Atlantic coast- 
line, with Oslo less than seven hundred miles from Leningrad, 
with ports and airficlis commanding not only the exit from the 
Baltic to the North Sea but also the sea route from Russia’s only 
ice-free port to the west—Murmansk—the independence of 
Norway is a vital interest to all the Powers. Next to the Biscay 
ports those of Norway were the most precious assets of Hitler’s 


admirals in the Battle of the Atlantic. Its airfields have now 
become no less important, to the Russians as well as to the 
Americans. The desire of its people is that neither should be 
used again in a world war, and the decision of its Government 
is that such a war will be most probably averted by a guarantee 
of security from a united West. Norway sees that it cannot 
stand alone in the no-man’s-land between the Atlantic and 
Russia. 

This calm and bold decision has split opinion in the neigh- 
bouring countries of Denmark and Sweden, both Baltic rather 
than Adantic powers, and more vulnerable than Norway to 
penetration from the east, both tempted by the idea of armed 
heutrality. Having spent nearly £60 million a year on arma- 
ments and trained an army of 600,000 men, Swedish politicians 
and soldiers have argued that Sweden could defend itself and 
its neighbours against attack for six months—long enough for 
others to come to their aid. Norwegian and Danish experts 
reduce the six months to six days, and argue that, if defence 
plans count in any case on eventual help from the west, why not 
take steps to see that the help is arranged in advance ? 
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Because of such differences in their hopes and fears, the efforts 
of the three Scandinavian governments to build a northern 
defence union have met fundamental difficulties from the first. 
From October to January the struggle for agreement went on, 
even to the point where Sweden agreed to give up its neutrality 
and to join—as the dominant member—the defensive triple 
alliance known as the Karlstad plan. This alliance was to be 
regarded as a regional arrangement under the United Nations 
charter—like the Western Union and the Atlantic Pacts. But 
this patiently erected structure tottered when Norway and 
Denmark insisted that it must be based—like the Brussels Pact 
—on two firm assurances: first, that the alliance would be 
acceptable to the United States and Great Britain ; second that 
military supplies would be available from across the Atlantic. 
It collapsed partly because the Swedish Government felt that 
such conditions were contrary to their idea of an armed neutral 
bloc, round which the waves of conflict might storm harm- 
lessly ; partly because it was blown over by a gust from 
Washington. A public statement from the State Department 
said that the United States would supply arms and equipment 
only to governments co-operating in its security system. That 
brought the Karlstad Plan crashing to the ground: Norway 
would not take part without help from the West ; Sweden 
would not take part if the Atlantic Pact were involved. 


This American attempt to strengthen Norway’s hand—an ill- 
timed and ill-considered move—was followed by a menacing 
but not unjustified inquiry from Moscow to Oslo. What, it 
asked, was Norway’s attitude to the Atlantic Pact, that “ instru- 
ment of aggression and imperialism”? Would Norway be 
undertaking any obligations “in respect of the creation of air 
force or naval bases” on its territory ? The Note of January 
29th suggested that the stretch of common frontier in the 
northern snows of Finmark gave Moscow a special interest in 
what was going on. In fact, Norway had received no invitation 
to join the Atlantic Pact, and had so far been involved in no 
commitments by American diplomacy, which was presumably 
well aware that Norwegian public opinion needed no persuading 
to look westward for its security. The Norwegian Govern- 
ment’s reply three days later was therefore written with a clear 
conscience. They did not know—just as public opinion in the 
United States and Europe does not know—what commitments 
members of the Atlantic Pact will incur. They therefore 
explained to the Russians that they had still to “ investigate 
more closely in what form and what conditions” they could 
take part in such a security system. They also gave an assur- 
ance that they would have nothing to do with a policy with 
aggressive aims, and would never undertake to. grant bases to 
foreign Powers “ as long as Norway is not attacked or subjected 
to threats of attack.” Whereupon Moscow came back last Sun- 
day with the offer of a pact of non-aggression, still breathing 
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suspicion of the Atlantic Pact but rather more conciliatory in 
tone. 

By this time the diplomatic situation had become somewhat 
absurd, in spite of the gravity of the issue. Everyone was 
arguing about a treaty that did not exist and the essential 
points of which were unknown. For all the Norwegian Govern- 
ment knew it might have been excluding itself from member- 
ship of the Atlantic Pact by promising the Russians that. it 
would not grant bases until threatened with attack. It has been 
assumed in the past-—perhaps wrongly—that the Atlantic Pact 
would in fact bind its members to jom defence arrangements of 
the kind in which the common use of certain bases—or their 
denial to enemy—is taken for granted. It now seems 
possible that views have changed, that countries that stand on 
the edge of the Russian cordon samtaire will undertake less 
risky commitments to the United States than those already 
incurred by Denmark in Greenland or by Turkey.. The visit 
of the Norwegian Foreign Minister to Washington this week 
should have cleared up this and other points ; in fact, it looks 
as if more will be known about the Atlantic Pact as a result of 
the Norwegian inquiry than might otherwise have been avail- 
able for some weeks. As has happened so often in the past, the 
Russian intervention will have crystallised ideas which were 
getting rather confused and hastened action which was getting 
rather leisurely. 


* 


The outstanding fact in the cold war now is that Norway will 
certainly reject the Russian offer of a pact of non-aggression, 
and will stand alone in doing so—with no Atlantic Pact com- 
pleted and the Karlstad plan in ruins. Moscow is likely to 
face next week a pretty dilemma. It has probed one part of 
the western diplomatic front with a news-agency message of 
peace and has been repulsed. It has probed another part with 
a diplomatic message of displeasure. That, too, is likely to 
be repulsed. If it decides that Norway offers the better opening 
it may press harder for success. By doing so it would certainly 
run into a solid wall of public resistance in Norway and would 
probably drive Sweden farther away from the position of 
neutrality which it has begun to abandon. In that case Denmark 
would almost certainly follow Norway. 

At first sight the prospect seems, from the western point of 
view, not unpromising. Whatever Russia’s next diplomatic 
move may be—and it is reasonable to assume that there will be 
nothing more so far as Norway is concerned—the determination 
to establish the Atlantic security system will harden. For 
Norway provides a test case of the West’s diplomatic strength, 
the handling of which will be watched anxiously by Italy and by 
other countries which have either been mentioned as probable 
members of the pact, or which are already sheltering under the 
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American umbrella. But second thoughts make it clear that 
such a test was not desired in Washington, at any rate at this 
stage, and that the State Department is faced with a question 
of the greatest difficulry—a question which the role of the 
United States in Europe was bound to raise sooner or later. The 
Norwegian Foreign Minister is reported to have asked what 
protection the United States can offer during the period—two 
months at least—in which the Atlantic pact is being drafted, 
agreed and presented to the Senate. Strictly speaking the Presi- 
dent can offer none ; to do so in hard and fast terms would be to 
go beyond his constitutional powers. It seems unlikely that he 
can do more than refer Mr Lange to the several public statements 
he has made since the spring of 1947, declaring the determina- 
tion of the United States to protect free peoples. In March, 
1947, President Truman told a joint session of Congress, 
summoned to hear of the plight of Greece, that “it must be 
the policy of the United States to support free peoples who are 
resisting attempted subjugation by armed minorities or outside 
pressure.” If that is not good enough for Mr Lange it should 
certainly be enough to keep Mr Molotov’s next moves within 
diplomatic limits. 

The whole story throws a vivid light on the difficulties which 
face Mr Acheson in carrying on the containment policy laid 
down by Mr Marshall, once it is applied at the fringes of the 
Russian sphere of interest. They account for the signs of hesita- 
tion which Washington has shown this week. Yet the history of 
the last two years has shown again and again that firmness and 


Meat, Maize 


HEN the government of Argentina seems perplexed about 
its trading policy other governments—the British in par- 
ticular—must feel anxiety too. As the world’s leading exporter 
of beef, the second exporter of mutton and the third of 
grain, the chief trading country of South America and an 
important customer of this country, Argentina is a power in 
world trade, whether its trading policy is by accepted standards 
wrong or right. During the regime of the authoritarian Colonel 
Perén and his subtle henchman Seftor Miranca, that policy has 
been greedy, short-sighted and nationalist. There are now some 
indications of a change, and they come on the very eve of nego- 
tiations for a new trade agreement between Argentina and Great 
Britain, its chief customer. 

The economic destinies of Argentina havé now passed from 
the control of Sefor Miguel Miranda, who was until January 
27th the head of its National Economic Council. It is no acci- 
dent that he should have been displaced at the beginning of the 
year which confronts the regime of President Perén with its first 
real test. For Argentina faces a problem which is as much 
political as economic. To its economists the question is how 
far the nation can afford to turn its back on its past as a primary 
producer and advance towards industrialisation and self-suffi- 
ciency without risking insolvency abroad. To the politicians the 
question is whether a major economic crisis might not unseat 
President Perén. 

The economic policy with which Sefior Miranda has been 
identified ever since he came to power with President Peron 
nearly three years ago aimed at protecting Argentina from 
fluctuations in world commodity; prices? » The yplan was: to 
switch capital and labour from work on the land to work in 
the rapidly growing factories. Great political drive and zest 
were required to revolutionise the Argentine economy within 
the five years laid down in the Perén-Miranda Plan. These 
qualities have not been lacking in President Perén’s regime, but 
Sefior Miranda has been allowed to overdo the economic 
revolution by putting the regime’s prestige before the nation’s 
vital interest. 

President Perén himself is largely ignorant of economic affairs, 
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pertinacity are the only answer to Russian diplomacy as practised 
since the war. The question now is whether the same 

and pertinacity are to be applied to actual and potential allies 
Is the State Department going to reverse its decision to send 
no military supplies to countries outside the American i 
system ? It would be unwise to do so, for what supplies: there 
are—and they are far from adequate for immediate use—shoulg 
be concentrated not dispersed. It would be foolish to disperse 
either the political strength or the mulitary resources of the 
associated western Powers, either by inviting too many goverp. 
ments into the Atlantic pact or by offering aid to all-comer, 
Likewise it would be short-sighted to draft a pact so general 
that the faint-hearted and the opportunists would be clamouring 
to join it. 

The Atlantic Pact, whatever its content and scope, will pro- 
voke Russian suspicion and alarm. Nothing will be gained by 
leaving uncertain what it demands of its signatories. In fact it 
will not fulfil its purpose unless it provides a genuine and over- 
whelming deterrent to aggression in Europe. If it is to b 
nothing but a political gesture without military capacity behind 
it it will invite the one thing which might plunge Europe into 
war—an attempt by the Russians, when they feel strong enough, 
to call the western bluff. The case of Norway is a warning 
against the hopeful belief that the cold war can be fought 
without real risks, real defence measures, and real undertakings 
between allies. It has caught Washington taking a rest between 
rounds—and that is dangerous. 


and Miranda 


but he is unquestionably an adroit politician. The first two 
years of his regime were peaceful and settled ; whatever feats 
may have troubled liberal hearts, popular opinion was lulled 
into a mood of optimism. Then economic and constitutional 
pressures began to make themselves felt. Time inevitably car- 
ried Perén beyond the frame of mind in which he came to power 
and nearer the end of his constitutional presidency. Under the 
then existing constitution he could not stand again immediately. 

Such a constitutional embarrassment ill-suited the require- 
ments of an up-to-date authoritarian regime based on appeal 
to the masses. So last summer, encouraged by big Government 
gains at the March elections, President Peron struck. A Bill 
was rushed through Congress providing for elections on Decem- 
ber §th to a new convention which would amend the constitu- 
tion. The elections—having been boycotted almost everywhere 
by most of the opposition—brought a sweeping Perdnista 
victory. 

These shock tactics have loosened the political situation in 
Argentina. They came, too, at a moment when labour was 
—as it still is—more restive than at any time since President 
Perén assumed power. The Peréns owe much of theit 
success with labour to the emotional fervour with which they 
have preached class war and nationalism. Indeed, their regime 
is in that peculiar sense a dictatorship of the proletariat, 
quite different of course from Communism, but different, t00, 
from the rule of any other military junta in Latin America. 
Their rule depends on a predominantly right-wing army. which 
backs them just because they have hitherto succeeded in keeping 
labour under control; and that they have done by following 
eloquence with practical social reform. Indeed, whether Perén 
loses his, political hold or not, his term has already changed the 
face-of Argentina. Up to 1946, the country was socially back 
ward ; but during these past two and 2 half years labour bas 
had its head. The question now is whether it has the bit 
between its teeth. 

One most significant sign of change is that the ever-mounting 
cost of living is causing more frequent strikes and threats of 
strikes. The Peréns had difficulty in breaking serious strikes 
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among the bakers and in the frigorificos in December and 
January. It is significant too, that government radio propaganda 
stresses more and more the need for harder work, longer hours 
and fewer claims for higher wages. Sooner or later Perdn is 
likely to have to break with the trade unions ‘if'they do not toe 
the line; his one real chance of avoiding a breach lies in 
regaining control of the Argentine economy, now in the full 
whirl of inflation. 

President Perén has thus been brought to a point where 1949 
may make or break him. He may be able to consolidate his 
gtip on power with the help of the radio, the press, the army 
and the police. But he may well be forced to compromise, if he 
js to avoid at least a palace revolution and extinction. Without 
the support of the army his position would be precarious ; but 
without the support of labour he would probably be ousted by 
the army—the only power in the state which could dethrone 
him tomorrow. And without an economic policy that pays 
better dividends the support of labour is uncertain. Miranda’s 
exit is in fact evidence that the regime knows its life is at stake. 

It is against this political background that two further ques- 
tions must be posed. First, can Argentina change its recent 
economic policy ? Secondly, will it do so? The answers will 
determine the political and economic outlook for Argentina itself 
and the country’s future trading relations with Britain, For if 
Peron’s survival depends on arresting inflation by a change in 
economic policy, the precise nature of that change in turn de- 
pends on his staying in power. It is safe to say that both possi- 
bilities will be deeply affected by the course of the coming trade 
negotiations with Britain. 

Fundamentally, Argentina’s present economic problem, 
like Britain’s is to balance its overseas payments. Its severity 
may be judged by the fall in the Argentine Central Bank’s 
holdings of gold which dropped from $US$1,072 million at the 
end of 1946 to $US322 million at the end of 1947 and 
to $US*96 million in August last year. To check 
this drain new import controls and exchange regulations were 
introduced during the latter half of 1948, but even so the 
gold holdings had dropped further to $US131 million by 
the end of December. As yet no way has been found 
either of regaining lost ground or even of gaining 
some degree of economic stability. Behind the unfavourable 
balance of payments, and frustrating every attempt to solve it, 
has been Sefior Miranda’s plan to industrialise Argentina within 
five hectic years. The plan is founded on heavy imports of 
capital goods—some of them obtainable only from dollar sources 
—lower imports of consumer goods, and excessively high prices 
for Argentine exports. 

If the Five Year Plan was inordinately bold, the assumptions 
underlying it have proved foolhardy and misguided. Miranda 
gambled on three things: a continuing world grain shortage ; 
a third world war at an early date ; and a free supply of dollars. 
His chances looked promising a year ago, but all have now failed 
him, the last through his own greed in holding out too long for 
too high prices. So he has gone, dropped perhaps only tempo- 
tarily, and used—possibly by a tacit agreement with President 
Peron—as a scapegoat for the regime. The committee which 
succeeds him, headed by Sefior Roberto Ares and Sefior Ramon 
Cereijo at the new ministries of Economics and Finance, has 
a freedom of manoeuvre whjch Miranda, by his previous policies, 
denied himself. But it is unlikely, if only for political reasons, 
that the Five Year Plan will be abandoned, whatever measures 
may be needed to balance Argentina’s overseas payments. In 
Practical terms, the task is likely to be limited to slowing down 
the tempo of the plan eliminating some of its more damaging 
incidental effects on Argentina’s economy. 

Such a compromise would still leave unsolved the_ real 
Problem of balancing Argentina’s external payments. There 
can only be one satisfactory line of approach to this problem: 
to cut the demand for those capital goods which have to be 
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bought with dollars, and to expand exports at reasonable prices 
to those markets which will take them. Of these the sterling 
area traditionally provides a major but not exclusive part. This 
course would have thréee)sénsible consequences. It would 
transfer some of Argentina’s purchases of capital goods from 
the dollar to the sterling area. It would permit the import of 
more consumer goods, thus helping to stem inflation and to 
reduce the home demand for exportable goods; such as. meat. 
And lastly, by reaffirming its willingness to export at prices 
which conform with those in the world market. Argentina might 
finally secure some dollars through the lifting of Washingion’s 
ban on “offshore purchases.” from Argentina, and thereby 
assist the import of certain types of capital equipment from the 
United States. The need to buy these items, springs from the 
assumption that the industrialisation of Argentina would con- 
tinue. The aim is perfectly legitimate, but if the programme 
is to be properly harmonised with the readjustment, of Argen- 
tina’s payments gap, Sefior Miranda’s Plan must take ten years 
instead of five. 

Argentina is in fact strong enough to make such a change in 
its economic policy, with immediate advantage both to itself 
and to those countries which trade with it. But will it make 
the change ? The answer may depend on the strength. of the 
forces—interna] and external—that now bear on the Perdn 
regime. In the negotiations which lie ahead, three main com- 
modities will be involved—meat, grain and linseed oil, The 
British public are being prepared for a cut in their meat ration 
of a third, rather than pay extortionate prices for Argentine beef. 
As for grain, the British bargaining position is much stronger 
than it was because world supplies are rapidly improving. 
Argentina badly wants to sell both wheat and coarse grains. At 
present the British have no need for Argentine wheat, but 
would take maize at a realistic price—that is, one which 
reflected the competition from home-grown feeding stuffs and 
the great surplus of maize in the United States. Argentina’s 
almost complete monopoly of linseed oi! is being rapidly 
loosened. Argentina can therefore expect some very tough 
bargaining, if it insists on trying to sell at high prices and to 
buy cheaply, and in limited quantities. There have been recent 
signs, including Argentina’s decision to participate in the inter- 
national wheat conference, that Buenos Aires is modifying its 
export policy. Clearly Argentina would do well to lower some 
of its restrictions on imports from Britain, and so enable the 
British in turn to buy primary products, large exports of which 
will certainly be essential to the Argentine economy for many 
years to come. Britain, for its part, will have to depend more 
on its direct exports to Argentina to pay for these products, 
now that British investments in that country have been largely 
liquidated. Estimates of possible direct exports range up to 
£75 million a year, if Argentine import restrictions were 
reduced, but under present conditions, £40 million might be 
a more realistic figure. The crux of the Anglo-Argentine trade 
talks will in fact be to determine whether the level of trade can 
be set nearer the upper limit than the lower. 


It is for Argentina to decide. In reaching their decision 
President Perén’s advisers may be influenced by two considera- 
tions. First, it is wrong to suppose that to admit more’British 
goods now means undermining the policy of greater industriali- 
sation—that has been undermined already by the attempt.to do 
too much too quickly. Secondly, on the political side, President 
Perén now possesses a Foreign Minister with unique 
experience. Sefior Bramuglia gained world-wide respect as a 
realistic and efficient chairman of the Security Council. It is 
reasonable to suppose that he had a hand in the eclipse of Sefior 
Miranda and in recent signs of a more moderate economic 
policy. If Sefior Bramuglia’s moderation is coupled with a new 
willingness by the Argentine government. to face the. facts of 
a changing world situation, it will. set a real foundation for 
Anglo-Argentine economic relations in future. 
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Progress in the Highlands 


(By a Correspondent) 


HE Scottish Highlands have for many years been “a 

problem.” In the last hundred years many attempts, private 
and official, sensible and fantastic, have been made to revitalise 
their social and economic life. Today the effort which is being 
made to strengthen the economy of the Highlands is greater than 
ever before, despite all the other urgent claims for capital 
development in the rest of the British Isles. Part of the reason for 
such activity is the need to increase food production ; but it also 
reflects the official acceptance of the familiar argument that the 
decay and dispersal of the population of the Highlands must 
be arrested before it is too late. 

It is mot easy to generalise about “the Highlands”; the 
term itself has widely different meanings. Aberdeenshire with 
its rich farming has little in common with Caithness, and 
Argyllshire, which is in many ways a typical Highland county, 
stretches down to the south of industrial Glasgow. The 
core of the Highland problem is the crofter counties, Orkney, 
Shetland, Caithness, Sutherland, Ross and Cromarty, Argyll 
and Inverness. In 1947, these counties which cover 47 per 
cent of Scotland’s land area contained only 300,000 people, 
or less than 6 per cent of Scotland’s population and 95,000 
fewer than they supported in 1841. Since 1871 the Highland 
population has fallen by 78,764, whereas that of Scotland as 
a whole has increased by 1,856,000. 

It is not necessary to trace the causes of this decline, with 
its tragic legacy of deserted clachans and dying crafts, to 
realise how completely the Highlands have failed to share in 
the economic expansion of the rest of the British Isles. Nor 
is the problem of reversing the process of decay made easier by 
the crofting system which, originally intended to prevent whole- 
sale clearances, perpetuates in legal form a highly involved 
version of peasant tenure which has no counterpart anywhere 
else in the Commonwealth. The Crofters Act of 1886 and the 
Small Landholders Act of 1911 gave great security of tenure 
to the crofter. The crofters are passionately attached to the 
land and homes won by the political struggles of their ancestors, 
and regard them as inalienable property in a way unknown to 
any borderer or Englishman. Consequently, economic planning 
in the Highlands is not a simple matter of blueprints and statu- 
tory Orders ; it rests (as indeed it should always do) on the 
understanding and consent of the Jocal inhabitants. This temper 
of local independence has caused official bodies, in particular the 
Scottish Department of Agriculture, to move with a caution 
and delicacy which puzzles those used to the rougher tactics 
of Whitehall. 

* 


The structure of government in the Highlands has aroused 
considerable controversy. There is no lack of statutory powers 
in the hands of government and local authorities. The problem 
is to generate the necessary initiative and energy, and to prevent 
the overlapping of functions. In 1938 the Hilleary Committee, 
whose report laid down the lines on which Highland develop- 
ment should proceed, recommended the appointment of a 
Highland Development Commissioner to co-ordinate and 
administer all the various schemes which might be set on foot. 
This was perhaps demanding too great an act of sacrifice on 
the part of the departments of the Scottish Office and the 
county councils, and it is possible that such a method might 
smack too much of colonial development to gain the support 
of the Highlanders. Instead the Secretary of State created in 
1946 a Highland Advisory Panel, headed by a member of 


Parliament, to watch over the immediate practical needs of 
Highland development. Whether this method is the right one 
or not it is certain that there is a need to revise the county 
boundaries as they affect the western islands. At present these 
are tacked on to three of the mainland counties and these, 
because of the immense distances and because the islands are 
the least productive of rates, pay less attention to them than to 
their own mainland areas. 


In the twentieth century, the decline of the Highland economy 
may be attributed basically to lack of roads, lack of houses, 
lack of water-supply and electricity. The withdrawal in 1945 
of the Rural Workers’ Act (1926), under which reconstrue- 
tion grants to crofters were given towards the repairs of 
deteriorated houses, further aggravated the housing shortage, 
These deficiencies take precedence over all technical questions 
about the possibilities of economic production, for nowadays 
few young men and still fewer young women are willing to live 
without the basic amenities which they can obtain by migration 
to the south. Highland rehabilitation can never be a reality 
without them. Certain regions, notably Caithness, Orkney, and 
some of the other islands, have gained roads and buildings built 
during the war, but in the main an enormous amount of work 
remains to be done. 

* 


Except where the soil is tilled by tenant-farmers or owner- 
occupiers with fairly large holdings, as in Orkney, the 
resources of the Highlands best lend themselves to part- 
time occupations. A man may be a seasonal fisherman who 
sends lobsters to Billingsgate, a hand-loom weaver and, helped 
by his family, a crofter who produces the main foodstuffs to 
feed himself and them. He may rear stock for sale and pursue 
forestry for wages. His daughter may work in a hotel during 
the summer and in winter tend the croft or knit socks and 
jerseys for sale. The need, therefore, is not so much to find 
new means of livelihood but to develop the traditional occupa- 
tions in. 4 manner that will give the highlander a greater measure 
of economic security. 


In one important respect, new ground is being broken: in 
the exploitation of the resources of water power. Electricity 
is a prerequisite in alt schemes of Highland development. 
But there seems considerable confusion of opinion whether 
Scottish hydro-electric development can serve the Highlands and 
the nation as a whole. It has already been conceded that the 
schemes should serve local needs above all other demands, even 
to the extent of providing distribution systems in the remoter 
Highland districts which in themselves would be totally uneco- 
nomic. The high cost of capital development makes it doubtful 
whether the eventual cost of bulk power would attract large 
industrial users to the Highlands themselves. 


The coming of industry to the Highlands would presumably 
bring with it accommodation and amenities to the industrial 
centres before these advantages would be afforded to the glens, 
and would thus accelerate the drain of population from the 
countryside. Although there are plans for such development 
in the neighbourhood of Inverness, too great a reliance upon 
industrial development would ignore the fact that a per 
manent revival of the Highland econcmy must rest upon 
a revival of the primary occupations of agriculture, forestry 
and fishing. Already local enterprise and official initia 
tive have combined to resuscitate several minor industries 
and ‘occupations. At Thurso in’ Caithness, where the 





ae 


—_ mseeememeerms= s wes 








‘945 


sure 


lens, 


nent 
1pon 
per- 
1pon 
try 
iia 


tries 





THE ECONOMIST, February 12, 1949 


fishing population had greatly declined between the wars, 
harbour improvements and the installation of a quick freeze 
plant have revived the shellfish and whitefish catch. At 
Spittal in the same country there has been a revival of the 
ancient flagstone and slate industry. The joint scheme of the 
Department of Agriculture and the Forestry Commission in 
Strath Oykell, where an attempt is being made to ally afforesta- 
tion to the raising of cattle, may prove to be the forerunner 
of similar ventures. It is noticeable that forestry in Scotland, 
with its minimum employment ratio of one man to 100 acres 
planted, is already employing appreciably more men than in 
recent years ; between 1939 and 1948 the figure rose from 
1,500 to 4,180. Since Scotland is eventually scheduled to 
provide one-half of the nation’s home-grown timber it is 
reasonable to expect a steady improvement in that branch of 
employment. 

The Hill Farming Act of 1946 has given encouragement to 
the rehabilitation of farms on the hills and in upland valleys. 
The 50 per cent grant towards all approved schemes is inducing 
many farmers to undertake the draining, fencing and other 
measures necessary to improve pasturage for sheep and cattle, 
and to construct roads, houses and shelter-belts. Applica- 
tions covering 900 farms and an area of 1,850,000 acres 
are now under review; these undertakings, if approved, 
should afford a useful addition to Scotland’s pasturage, which 
shortage of capital would otherwise have prevented. In par- 
ticular, a large increase in highland cattle would be welcome, 
in order to redress excessive sheep grazing with its harmful 
effects upon pasturage. The main impediment to the revival 
of cattle is the lack of winter-keep; bur it is hoped that 
the provision of shelter-belts and the reclamation of land for 
the cultivation of hay and silage will facilitate their wintering. 
In the opinion of many, a re-stocking of deer forest lands with 
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wedded stock would contribute greatly to the national supply 
of mutton. 

Up to the second world war sport was one of the mainstays 
of the Highlands ; it helped the laird’s finances and provided 
employment. Deer forests represented as much as 2§ per cent. 
of the rateable values in some counties. Since the war, how- 
ever, financial support from the South has largely disappeared. 
Sport may continue to offer the best prospect of employ- 
ment in the bleakest areas, but even salmon-fishing, which 
has been fairly well maintained, can no longer be expected to 
make an expanding contribution towards the economy of the 
Highlands. An expansion of tourism will require extensive 
building of new accommodation, Tourists from the south of 
Scotland and north of England would come to the Highlands 
if there were adequate hotels to receive them—and perhaps if 
their fares cost less. One example of what can be done in 
developing the tourist industry is provided by the Isle of 
Arran, where the crofters gradually developed accommodation 
for tourists, having as many as three cottages of which they let 
the best two during the holiday season. 

While it is possible to feel a cautious optimism about the 
revival of the Highland economy, there is no question of a 
sudden transformation from poverty to prosperity. The schemes 
now going into operation are the fruits of enquiry and discussion 
that took place before the war, and it will take many years of 
sustained effort on the part of the Government and the 
Highland community to set the region on its feet. Moreover, 
it must never be forgotten that that is the purpose for which 
the money and materials are being used. Whatever charges 
of indifference and neglect may be substantiated against the 
Government and the rest of the country in the past, the 
Highlands must in the future be made to “live of their own” 
as a self-supporting community. 
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NOTES OF 


Mr Hoffman’s Six Points 

Congress has started its consideration of the second year’s 
allocation of Marshall Aid. Mr Paul Hoffman is asking for $5.430 
milion for the next fifteen months, of which $1,150 million 1s 
designed to carry the programme from April to June this year. 
There seems little doubt that roughly this sum will be made 
available. Criticism there will be, but it is unlikely to be either 
strong or widespread enough to offset the support gained for 
the Marshall Plan by the genuine achievements in its first year 
of operation. ; : 

These achievements provided the theme for the three American 
officials primarily responsible for the programme, Mr Dean 
Acheson, Mr Paul Hoffman and Mr Averill Harriman, all of 
whom gave their testimony on the first day of the Congressional 
hearings. Both Mr Acheson and Mr Harriman underlined the 
political significance of the Marshal! Plan. The whole mood in 
western Europe had been transformed. The Plan had restored 
hope, and out of that hope had grown all Europe’s recent and 
striking advances towards political consolidation and greater unity 
—the Brussels Pact, the network of Western Union agreements, 
the Council of Europe, and the discussions on Atlantic Defence. 
No one could have foreseen such developments when, a year ago, 
Mr Marshall began his testimony before a cautious and suspicious 
Congress. The American people then had been asked to take 
a “calculated risk.” The success achieved was such that it was 
hardly appropriate to call it a risk any longer. 

Mr Hoffman gave his chief attention to the actual progress of 
economic recovery achieved by the Nineteen. Although he 
set a tone of considered optimism, there was nevertheless a note 
of urgency in what he had to say. Great progress towards 
recovery had been made—but 

the real proving period lies ahead—immediately ahead. This is 

the time to hit hard for European recovery ; time for the Europeans 

to take the drastic and sometimes painful steps necessary for real 

recovery; time for the United States to back their efforts to the full. 
Mr Hoffman went on to outline to his listeners the “ drastic steps ” 
he has in mind. They follow closely the conclusions reached in 
the Interim Report produced by OEEC after Christmas—a docu- 
ment which incidentally earned Mr Harriman’s praise for its 
“rigorous honesty.” The first is the demand for an end to 
inflation and the stabilisation of currencies in 1949; the second 
calls for increased exports by means of lowered prices, higher 
productivity and better marketing; the third demands greater 
efforts to develop non-dollar sources of supply ; the fourth calls 
for more courage in expanding intra-European trade by such 
methods as lowering customs barriers ; the fifth asks the nations 
to pool information on their programmes of investment ; and the 
sixth urges a planned reduction in less essential imports. 

Mr Hoffman has not thrown out a number of haphazard points. 
Each has been chosen to confront Europe with its fundamental 
problem, which is no longer one of recovery and better output 
so much as of equilibrium. and wider trade. The work of the 
nineteen Marshall nations so far has revealed two dangerous 
sources of instability. The first is the inability of the European 
nations to restore intra-European commercial exchanges to their 
prewar level and the persistence of debtor and creditor positions 
which obstruct all attempts towards greater freedom in European 
trade. The second is the likely appearance, at the end of the four- 
year period, of a deficit of at least a billion dollars in Europe’s 
trade with the outside world, and in particular with the western 
hemisphere. Unless these two obstacles are overcome, it is clear 
that economic stability will be still to seck in 1952. It is therefore 
to these two primary difficulties that Mr Hoffman has directed the 
efforts of Congress, of his own Administration and of the Nineteen. 
The first step naturally lies with Congress in voting the second 
allocation of Marshall Aid, but this may well prove the easiest 
part of the necessary programme. 


* * * 


Agenda for the Nineteen 


Mr Hoffman’s six points could provide a very useful agenda 
for the Council of the Organisation for Eurepean Economic Co- 
eperation when it meets in Paris next week. It is faced with two 
tasks—the reconsideration of its structure and machinery, and 
the working out of a programme for overcoming the present 
discrepancies in the nineteen separate plans. Some months ago, 
the Irish delegate suggested that the organisation might be 
surengthened by bringing Mimisters into regular consultation in 
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THE WEEK 


Paris, and it is likely that the Council will agree to the senj 
up of a ministerial steering committee. (Mr Averill Harry 
has leng been in favour of such a strengthening of the Organisa. 
tion in Parts.) The relations between the new sicering commit 
and the present executive committee have yet to be defined, but 
the aim of the proposed reorganisation is to permit a wider r 

of decisions to be taken in Paris itself and to secure more solid 
backing for the OEEC case in arguments with national 
governments. 

It is this latter point which is vital, for one glance at My 
Hofiman’s programme shows that some points are unpalatable to 
all governments and all points are unpalatable to some gover, 
ments. Ifa single concerted programme is to emerge, there mugt 
be sacrifices of interest and sovereignty. Doubtless a Cabine 
Minister will have more chance of persuading his rekuctant ooh 
leagues to steel themselves to the necessary measures. 

The Hoffman programme for greater European efficiency—angj. 
inflationary measures, stabilisation of currencies, greater capital 
investment—hits countries such as France, whose internal stabil 
is still open to question ; Belgium, whose rate of capital re-equip- 
ment has been inadequate ; and Italy, whose exports still cover 
only a very small part of its imports. But equally Great Britain’s 
desire for rigid bilateral control of trade is under fire in the fourth 
point, which demands a general freeing and expansion of European 
commerce. So also is the Bizone for its present insistence on 
dollar trading. And almost all the countries save Britain will 
be hit by the demand that non-essential imports shall be out 
still further. Mr Hoffman is, in fact, urging the three-point 
programme laid down in the OEEC’s Interim Report—expansion of 
exports, development of non-dollar supplies, curtailment of les 
essential imports. When the strong reservations made in Paris 
at the time of the report’s publication are. recalled, it is easy w 
picture how stormy the debates of the next weeks are likely to be. 


* x o 
The Cardinal’s “ Trial ’’ 


The condemnation of Cardinal Mindszenthy by a Hungarian 
court, announced on February 8th, is an act of religious persecu- 
tion committed by a totalitarian government. The accusations, 
even if true, would not justify such a sentence by any standards 
of justice prevalent in European democratic states. The campaign 
of propaganda, including “voluntary” telegrams from factori¢s, 
societies and even schoolchildren, organised by the Communists, 
made it quite clear that the result had been decided long before 
the case came into court. Enough is known of the methods used 
by east European and Soviet police to cause the greatest scepticism 
with regard to the Cardinal’s own admissions. By attacking the 
Cardinal, the Hungarian Communists are striking at religious 
freedom, and show clearly the intentions of the Kremlin master- 
planners for the whole of the area which they control—and for 
any further areas which may in future come under their sway. 
As an attack by Communist totalitarianism on freedom of thought, 
the Mindszenthy case is of importance not only to Hungarian 
Catholics, but to democrats of al! faiths in Europe and Amerita. 

The Cardinal’s political outlook is that of the pre-1939 cligarchic 
Hungarian regime: he hates the social policy of the Communists, 
and he would like to see the Habsburg dynasty restored ; but to 
hold such opinions is not a crime. He has met and communicated 
with the American Minister in Budapest, and has given him 
reports On conditions in the country ; the United States, as one 
of the victor Powers, is fully entitled to information, and there 
is no. evidence that any information transmitted by the Cardinal 
was obtained by means that can reasonably be called espionage. 
The Cardinal has speculated in conversation on the possibility 
of war; unfortunately the state of eastern Europe is such that 
everyone considers this a possibility, none more than the Com- 
munists themselves. There is no evidence that the Cardinal took 
any action to make an outbreak of war more likely. 

Yet if the issue—of basic religious liberty—was so clear, and 
the charges so unsubstantial, how is one to explain the contrast 
between the normal confident and arrogant bearing of the Cardinal 
and his dejected attitude in court? And how can his admission 
of error be accounted for? The facts will never be known, but 
it is a reasonable inference that severe pressure was put upon the 
Cardinal during imprisonment. No assertion can be made about 
the kind of pressure used—and the government will do its best 
to ensure that the Cardina) will never be free to tell—but it is 
at least likely that the Jong interrogations were designed to torment 
him with moral doubts about his duty to protect the Catholic 
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lation from further persecution. Several bishops were tem- 

ily arrested while he was awaiting trial, and it is probable 
that he was confronted with them in prison. Archbishop Csapik 
of Eger has received: much publicity from official propaganda as 
s champion of conciliation with the government. Immediately 
after the trial the government declared its willingness to negotiate 
a new settlement with the church. The Cardinal spoke much 
of his debates with his conscience during the days in prison. 
What debate could be more agonising than to decide between a 
martydom which can be painted as an act of selfishness and a 
submission which may purchase immunity from persecution for 
millions of souls who, when put to the test, would not withstand 
the threat? The Hungarian Communists are not fools or thugs. 
They have the necessary subtlety to create a moral dilemma suffi- 
ciently perplexing to throw down their victim in the last citadel 
of his spirit—his conscience as pastor and as man. 


* 


Their success is doubly tragic. In the first place, they have 
partially succeeded in what is the chief aim of such trials—to 
discredit the prisoner or at least to make his position equivocal. 
In the second place, the Cardinal’s earlier attitude of utter distrust 
for Communism and its promises is more in accordance with the 
facts of .Communist persecution than the hope he expressed at 
the trial that his disappearance would make an understanding 
between church and ‘state possible. Communist policy in 
Hungary has been one of steady encroachment on the rights of 
the Catholic community—as indeed it has been on every other 
organisation with claims to autonomy and independence. The 
first step was the removal by the land reform—almost universaily 
desired as an overdue social measure—of the Church’s main 
revenues, from which its schools were supported. Church schools 
received state subsidies for three years, but in June, 1948, they 
were nationalised. Even before this Catholic youth organisations 
had been suppressed, and the Catholic press had been reduced 
to one heavily censored weekly. Compulsory religious instruction 
is still maintained, but there is no.obvious reason to doubt that 
this concession will disappear with the next turn of the screw. 
When Marxist indoctrination has made sufficient progress it will 
no doubt be possible to induce the “ children of the broad popular 
masses” to “spontaneously demand” the ending of religious 
teaching. And once the total control of the minds of the ‘children 
has been taken over by the atheist state, it is difficult to see 
what basis will be left for religious freedom. 


x * * 


Communism and the Vatican 


The suggestion has been put forward that Cardinal 
Mindszenty’s change of front was dictated to him by the Vatican. 
The argument runs that the Holy See has long found the Cardinal 
too intransigent in his opposition to the Hungarian State and 
that in the interests of some sort of patched up agreement between 
the Vatican and the Hungarian Government, he was instructed 
to modify his attitude at the trial. Support for this view is 
sought in the attitude of some of the Hungarian bishops whose 
reaction has seemed milder than that of their Primate and in 
the appearance on the morrow of the trial of an article in the 
Osservatore Romano, the semi-official Vatican newspaper, in 
which the Cardinal’s more submissive posture during the pro- 
ceedings and his denial of any desire to prevent good relations 
between church and state were praised. 

This explanation appears highly unlikely. The conduct of 
local strategy is left by the Vatican almost entirely to the dis- 
cretion of the national hierarchy. In any case, if the Cardinal’s 
Strong opposition had been unacceptable, he would have been 
called to order long before a change of front on his part could 
have the psychologically deplorable consequences of being 
declared in open court. Nevertheless, there is strong evidence 
to suggest that the Vatican is unwilling to precipitate a general 
struggle between the Catholic Church and the various Communist 

vernments in eastern Europe. It is a century-long tradition 
of the Holy See to seek a modus vivendi with any regime ready 
to guarantee the church’s minimum rights, An attempt was 
made to reach such an understanding with Soviet Russia in 1922. 
A Concordat was signed with Hitler in 1934. The Church 
authorities are not eager to expose their followers to the terrors 
and temptations of martyrdom unless there is clearly no other 


So far, this is still not the case in Europe, for the Communists 
A their side are also unwilling to push the struggle to the fast 
eXtreme. Where the Cathclic Church is weak—in Rumania for 
mstance—the attack has heen direct and violent. Where it is 
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strong—as in Poland or Czechos!ovakia—the Communists appeat 
to rely more on a gradual process of sapping and mining than on 
an immediate explosion. They know that the grip on peopie’s 
loyalty to their church is infinitely greater than that of loyalties 
to lesser organisations such as parties or trade unions, all of which 
have been ruthlessly steam-roliered out of existence. Thus, 
although the campaign of vilification of the Catholic Church as 
“the citadel of international reaction” continues in a steady 
flood, the Communist state still pays for the clergy, and in 
Poland at least has not yet undermined the Catholic character 
of the schools. In return, the Catholic Church has chosen a 
reputedly “conciliatory ” figure in Monsignor Wyszynski to be 
the new Archbishop of Warsaw and Primate of Poland. 

The spectacle is in some ways a curious one. That the two 
forces—Catholicism and Communism=—are locked in a deadly 
struggle is obvious. Yet both sides wish to avoid a real test of 
strength. Roth rely on time and the exhaustion of its opponent. 
Communism pins all its hopes on the new techniques of mass 
propaganda and persuasion ; the Catholic Church surveys the 
centuries and the tyranmies it has outlived. Meanwhile, the two 
combatants manoeuvre for position in the arena of world politics, 
like two wrestlers, each intensely hostile and intensely vigilant 
yet curiously intent upon avoiding the final fall. 


x * * 
National Extravagance 


A leading article on page 265 comments on this week’s suppie- 
mentary estimates for civil expenditure in their Budget context. 
So far as the two main items are concerned—the national health 
service and the Ministry of Food—the supplementary estimates, 
for £59 million and £52 million respectively, only bear out 
what had been expected. Sir Stafford Cripps had recently 
put the cost of food subsidies at £484 million in the current 
financial year, compared with an original estimate of £400 million. 
The supplementary estimate now required for the Mimstry of Food 
shows what items are responsible for this increase. In some cases, 
it is the higher prices paid to the producer that have increased 
the subsidy. In others, it is the bigger rations, due either to 
bigger purchases abroad or bigger domestic preduction,. that 
naturally leads to a bigger subsidy. The. Ministry. of Food’s 
trading deficit for milk and milk products, for instance, has 
increased by £23 million, and for eggs from £11,200,000 to nearly 
£14 million, The factor of supplies is thus becoming more and 
more important to the cost of food subsidies. It is one thing to 
attempt to subsidise an “iron ration” so that everybody can buy 
the amount of the necessities of life which it is considered to be 
nutritionally essential. It is quite another to allow the subsidy 
automatically to increase with every step away from austerity— 
as is happening with milk and eggs, which can now be unrationed 
in the period of abundance. 

Is a similar automatic increase in expenditure to be allowed 
for the health service ? Here it is worth noting that the biggest 
proportionate increases over the estimates are for items that te a 
certain extent are non-recurring. There was a pent-up demand 
for spectacles and dentures before July sth that is not likely to 
be repeated. Even so, it may be pointed out that the revised 
cost of the dental and supplementary ophthalmic services in the 
nine months to March 31st, at £19 million and £13} million respec- 
tively for England and Wales, togeiher amount to more than the 
£29,800,000 allocated to the general inedical services ; that is, the 
amount spent on teeth and spectacles exceeds this year the 
amount spent on family doctoring, a fantastic lack of proportion. 

The most significant rise, however, is the increase in advances to 
regional hospital boards in England and Wales from £95,518,000 to 
£109,584,000 and to boards of teaching hospitals from £10,349,000 
to £18,629,000. It is the steady rise im the cost of the hospital 
service that is the most alarming part of the cost of the health 
service as a whole. This increase takes place before the hospitals 
have put their big plans for expansion into effect. A change of 
government might put an end to the madness over food subsidies. 
The pressure for increased e i on hospitals will be 
difficult to resist, whichever party is in office. ) 

* * . a 
Housing—Two Years’ Review 5 


Since the war ended 834,000 new homes have been provided, 
and over 3,000,000 people have moved into them* ‘The 
housing probletn is not solved but it is no longer the major 
irritant that it was immediately after the war. Of this total 
426,000 are new permanent houses, 157,000 are temporaty houses, 


Te Housing Returns at December 3lst, 1948. Cmd 7619, 76%. 
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and the rest are converted flats or houses repaired from war 
damage. Ouiput is now running at about 240,000 new houses a 
year. Under present circumstances this is as much and probably 
more than the country can afford, unless costs can be lowered 
and output per man improved. There appears to be no abatement 
an the rise in costs but there has been some improvement in 
roductivity because the whole programme is in better balance. 
n October, 1947, the peak month, there were 261,000 permanent 
houses under construction, but only 15,000 were completed with 
a labour force of 273,000 men; in December, 1948, there were 
191.000 houses under construction and 19,000 were completed 
with a labour force of 222,000 men. With the improvements in 
the supply of materials and a greater stability in the programme 
further economies in manpower should be possible. 
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The diagram shows more clearly the improvements made in 
relating the different parts of the housing programme to each 
other. The year 1947 was one of wild fluctuations caused by 
ever expansion and the heavy cuts in the capital programme 
which followed. In 1948 the curves have gradually levelled out, 
and there is now a closer balance between the number of_houses 
being built and those finished. The importance of the different 
types of houses within the programme has also altered. Tem- 
porary houses, of which 3,000 or 4,000 were finished each month 
in 1947, have now dwindled to vanishing point. Licences to 
private Fuilders suffered an almost total eclipse in the first half 
of 1948, after the imposition of the capital cuts, but were 
restored in the last quarter of 1948 to 7,000—the level 
allowed early in 1947. The most satisfactory increase 
is in the number of permanent houses completed. In 1947 only 
137,000 were completed. In 1948 the figure was 226,000. Is the 
programme now to be stabilised at this figure? The continued 
rise in the number of houses started each month indicates that 
it is unlikely to be less. This is a far cry from the White Paper 
on Capital Investment in 1947 which laid down a target of 
140,000 houses for 1949. It even suggests an advance since 
Mr Bevan’s last statement made in June, 1948, that a level of 
180,000 houses under construction would be maintained. Has 
he eluded his austerer colleagues once again ? 


* * * 
Doctors’ Pay 


Dr Charles Hill, secretary of the British Medical Asso- 
ciation, had some important things to say on the remuneration 
of doctors in the health service at a recent meeting. First, it 
appears that proposals for the salaries of specialists have not 
yet been settled, much less accepted by the profession, so that 
the present interim arrangements have to continue for another 
three months beyond March 31st. Thus, the health service 
will be a year old before doctors working in hospitals begin 10 
receive their appropriate pay, a delay which is causing con- 
siderable individual hardship. 

Most of Dr Hill’s remarks were, however, concerned with the 
remuneration of genera] practitioners. The surveys undertaken 
by association showed that, on the whole, the Spens Com- 
Mittee’s recommendations were being implemented—if the per- 
ceniage increase alléwed by the Ministry of Health for the rise in 
the cost of living since 1939 is accepted. That is, 50 per cent 
of general practitioners, aged 40-50, are receiving a gross income 
{before allowing for practice expenses) of £2,613 or more in all 
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the areas surveyed, except in one where the proportion 

43 per cent. Some practitioners, however, especially thos 
with average or small lists, have been hard hit and Dr y; 
examined methods in which they could be assisted ; for jn 

by a higher capitation fee for the first 1,000 to 1,500 Patients 
on a list. He did not, however, say how the Ministry could 
distinguish between the doctor who deliberately keeps his lig 
small because he feels he cannot conscientiously look after more 
than a certain number of patients and the doctor whose jj 
is small because he is not a good doctor. The British Medical 
Association cannot have it both ways. It cannot ask for 
rewards of competition for the successful doctor and at the same 
time expect complete security for the unsuccessful, 

On the question of “ betterment,” Dr Hill is entirely right. fk 
would be quite dishonest of the Ministry of Health to claim to be 
implementing” the Spens Committee’s recommendations, which 
were based on the prewar value of money, if the percentage 
increase allowed for the rise in the cost of living remains g 
absurdly small. It was laid down at the end of 1946 and is 29 
per cent in respect of net remuneration, that is, after allowing for 
practice expenses, and 55 per cent for practice expenses, Ap 
increase to “something comparable” with the real increase in 
the cost of living—estimated at 85 per cent—is therefore to be the 
basis of the doctors’ claim for higher pay. The outcome will be 
watched with interest by other professions. . 


. . * 
RSVP to Rhodes 


Dr Ralph Bunche, whose reputation for tact and measured 
timing is growing, sent out on January 31St invitations to six Arab 
League states to join the talks at Rhodes. Acceptance implies 
recognition that Israel exists. Answers, therefore, are slow to come 
in. First Transjordan consulted Iraq; then Syria consulted 
the Lebanon. The Lebanese and Transjordans had already been 
parleying with Israel about armistice terms at specific points. 
Each, now, seems to have been inducing its best friend to move 
with it. Finally, on February sth, three more _ intransigent 
members of the League—Egypt, Syria and Iraq—met in Cairo, 
But they could not agree, it seems, to treat as a bloc the 
Israelis. This decision suits Israel ; but it sounds like the death 
knell of the Arab League as conceived in 1944. 

It is still possible that the League’s political committee will 
meet and hammer out a plan for a combined front, but the 
prospect is remote. Now, therefore, is a moment for examining 
the case history of this ailing body. It started with great promise. 
It dwelt in a cloud, which turns out to have been a haze, of 
neighbourliness and fellow feeling, now dissolving for lack 
of mutual trust. Its main purpose was to weld the Arabic 
speaking states into a bloc strong enough, militarily, economically 
and politically, to withstand outside pressures. Many of its 
members dreamed of shaping a neutral area on the Swiss model. 
But the League never applied itself to the part of its business that 
entailed fusing and federating. Instead of banding first, and 
accosting the world afterwards, it poured diffuse, unharnessed 
energies into an anti-foreign campaign. For this programme, 
EeyPt, with its parochial behaviour, bears an immense responsi- 

lity. 

The League’s Secretary General was Egyptian. Its seat was 
in Cairo. It enjoyed the publicity advantages that can be had 
there for diffusing ideas by means of radio, press and 
periodicals. But, for success, it would have had to preach 
unpopular themes such as the need for some renunciation of 
sovereignty if a League is to work at all. It preferred catchier 
slogans. It concentrated on all the anti-foreign themes that were 
closer to the Egyptian than to the general Arab way of thcught. 
The climax of the sequence of small happenings that justify this 
dictum was the creation of the “Gaza government” of Palestine, 
founded in Egypt in an access of piqué with Britain and Britain's 
ally Transjordan. Surely even the Egyptians must now sce that 
this was a mistake—a mistake which has now saddled them with 
the unwanted Mufti (who has taken a house in Heliopolis) and 
with other “ministers,” who sit at Shepheards’, fingering emeralds 
which they describe as “ gifts from Ibn Saud.” All around them 
the Egyptian press vituperates against the other Arab states fot 
letting the Egyptian army do all the fighting. 

Meanwhile, the new Israeli Constituent Assembly is getting 
ready the meeting hall for its opening session on February 14th, 
which it plans to hold in Jerusalem. In another part of the 
town, the UN Conciliation Commission is sitting idle. Can the 
Arab states not read these signs and see that unless they define 
their attitude and answer Dr Bunche quickly they will be con- 
fronted with further Israeli faits accomplis ?. So far, Transjordan 


has been the only member to grasp this point and its acceptance 
has reached Rhodes. 
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Confusion in China 


The situation in China has become increasingly confused 
as the bargaining over “war criminals” goes on. 
President, General Li Tsung-jen, who is himself on the list, is 
required to arrest and hand over to the Communists his numerous 
fellow-criminals, and it is presumed that he has been promised 
the deletion of his name from the roll if he does so. If he cannot 
deliver them, he has been told that he must prevent them from 
escaping abroad. So far Dr T. V. Soong appears to be the only 
Kuomintang leader of note who has left Chinese soil, but none 
of the others appears anxious to reside in Nanking where it will 
be in Li’s power to hand him ever to the Communists as a counter 
in the “ peace talks.” 

Chiang Kai-shek is believed te be still in Chekiang surrounded 
by a bodyguard of his “ personal troops,” while the Prime Minis- 
ter, Sun Fo and the Kuomintang boss, Wu Te-chen, have stayed 
in Canton despite a request from Li to return to Nanking. 
Whether Li is acting in collusion with them and merely playing 
for time by negotiating with the Communists, or whether he 
would like to hand over his former colleagues to the enemy if he 
could, is a matter for guessing. But it is at least clear that all 
negotiations have been turning on the delivery of “ war criminals,” 
and that it is by this method that the Communists hope to 
eliminate all dangerous political opponents and master al} China, 
without having to fight further military campaigns for the 
southern and western provinces. 

A remarkable press report from Nanking recently stated that 
there was “considerable regret in diplomatic circles” there that 
Sun Fo and Wu Te-chen had not complied with the Acting- 
President’s request to return to Nanking, though why anyone 
should voluntarily risk being handed over to be judicially 
murdered by his political enemies for the sake of so-called 
“peace” it takes a diplomatic circle to understand. Foreign 
opinion seems to regard this “ war criminals” business in China 
ag @ natural and inevitable part of a settlement for ending the 
civil war; but a little official expression of abhorrence for the 
demands of the victorious faction would surely not be out of place 
in Governments which have for so long supported Chiang Kai- 
shek’s regime. The Kuomintang has made a sorry mess of things 
since the war ; but, after all, these were the men who led China’s 
resistance to Japan through eight long years of war and never 
capitulated. If the men who have ruled China for twenty years 
cannot now be allowed to form a constitutional opposition within 
the country, they should at least be permitted to go quietly into 
exile. At any rate they deserve from the embassies of former allies 
something better than “ regret” because they fail to give them- 
selves up for a “tial” which would be nothing but an orgy of 
Communist vengeance and propaganda. 


* > * 


Tightening the Counter-Blockade 


Some eighteen weeks ago, the British and American authorities 
in Germany closed the frontiers between the Western and Soviet 
zones 10 all commercial traffic, as a feprisal against the year-long 
Soviet blockade. Although it is impossible to estimate the exact 
effect of this move, it is safe to assume that it has been considerable. 
The Soviet zone is known to depend upon the Western zones 
for such vital imports as coal, textile machinery and mechanical 
equipment of ‘all kinds. The amount of Soviet clamour against 
the “divisionists,” as the western Powers are called, suggests the 
need to find a scapegoat for economic difficulties in the Soviet 
zone, and the existence of. these difficulties is borne cut by the 
admitiedly scanty.inlormation. received from the east. 

The authorities in the Soviet zone have declared on a number 
of occasions that the success of the Two-Year Plan, which was 
timed to start on January 1st this year, depended on reaching the 
target set for a preliminary half-year plan to cover the last six 
months of 1948. (It may be said in parenthesis that the estimates 
even of the Two-Year Plan are.modest enough. Production is to 
rise to 70 per ceat of 1936 by the end of 1949 and to 81 per cent 
by 1950. The figure for food is even more revealing. By the 
end of the period, the people are to be assured of a diet of 2, 
calories.) Ii, however; the dependence of the success of the Tw o- 
Year Plan on the completion of the half-year plan is really as total 
as the authorities have declared it to be, not-even these modest 
forecasts will be fulfilled. It is known, for instance, thatthe 
expansion of coal output, which is the key to a general increase 
in industrial activity, has been hampered by difficulty of 
importing mining machinery across the Allied counter-blockade. 
Shortly before Christmas, it was announced in Saxony that the 
target set for coal production had not been reached, Even were 
theré no other indications $f difficulty, failtre in this vital sector 
jeopardises all the rest, especially since. the Eastern zone depends 
enturely upon the Rubr for hard coal, 
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Neverthelesss:the effectiveness of the counter-blockade has ‘nat 
been altogether, as striking as the British and the Americans hag 
hoped. Seme factories which should have closed down for lag 
of spare parts from the Western zones Continued to function, ang 
the Allies have come to the conclusion that goods were : 
across the zonal frontier disguised as freight from France, Switzep. 
land and the Benelux countries, all of which continued to enic 
the right of sending goods through.the Western zones to 
Soviet zone. In order, therefore, to strengthen the c 
blockade, the British and American authorities have now 
all international transit traffic across the Bizone. The effeq | 
this move cannot be exactly forecast since it does not touch 
shipment of goods by sea; but it will certainly cut cut a good 
deal of transit traffic and should make smuggling more diffigut 


* * * 


Chairman for the BBC Inquiry 


Mr Herbert Morrison has announced that Sir Cyril Radcliffe 
has agreed to act as chairman of the Committee of Inquiry into 
the Charter of the BBC which comes up for revision at the end 
of 1950. The appointment will be a welcome one for Sir Cyxil’s 
deserved reputation for clarity of mind and width of vision will 
be called on fully in unravelling some of the problems raised by 
the Corporation’s next phase of activity. The position = 
that, with the coming of television, both the Government the 
BBC are faced with a question of principle no less important than 
the problems posed by the beginnings of broadcasting itself, In 
the early twenties it was decided that in this country, broadcasting 
should be entrusted to an independent public corporation and 
that private commercial interests should have no part in i 
Today the question is whether television should follow the 
same pattern. The film interests are naturally eager to take a 
share in the development of the new field and are prepared to 
press their case vigorously. The Corporatison itself appears con- 
vinced—and it is hard to refute the case logically—that if tele- 
vision and sound broadcasting are separated, television will little 
by little encroach over the whole field and if television is by then 
run on the lines of sponsored commercial radio, the principle 
that broadcasting shall be a public service will have been in fact 
abandoned. Whatever may be the rights and wrongs of the dispute 
between monopoly and competition in the field of radio, it is.vital 
that the indivisibility of sound broadcasting and television should 
be clearly borne in mind. 

The inquiry will determine the future shape of the BBC's 
Charter and it is perhaps relevant to reflect that by the time the 
committee has finished its work, the Corporation’s basic con- 
stitution will have been considered—with a view to changing it 
if necessary—no less than three times. The coming of television 
makes the present review essential. But after this inquiry, there 
is surely some ground for giving the Corporation a aather longer 
period of undisturbed activity. Its practice and record ould 
and should be examined at regular antervals, but it is not necessary 
to pull up its roots every time inthe process. ‘The next Charter, 
whatever its form, should run for fifteen or twenty years. 


o * * 


Canada’s Constitutional Problem 


In a broadcast on February 3rd the Canadian Prime Minster, 
Mr St. Laurent,.suggested. that it was desirable to devise a 
method by which Canada could make changes in her constitution 
without reference to Great Britain. At first sight it might appear 
that this was 2 move designed to assuage Canadian national pride 
and the result of a desire to make Canada’s sovereignty as com- 
plete as that of South Africa. In fact, it is part of a highly com- 
plex and delicate constitutional problem which affects Canada’s 
internal government. 

__ The Federal structure of the provinces and their relation 
with the central government are. based, upon an Act of the 
parliament at Westminster, the British North America of 1867, 
the final interpretation of which rests with the Judicial Committee 
of the Privy Council in London. Although the intention of the 
Act was to make the federal government the beneficiary of any 
residual powers not specifically granted by the Act, it gave 
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The decisions of the Privy Council have been thesource’ of 
great distress to Canadians concerned with the’ strength and 
development of their nation. Although it-has been ow 
that the decisions around the end of the nineteenth os i 
influenced by a fallacious comparison of the Canadian we Malice 
with the American state, the main reason why it has not served 
Canada well is because it sits in Britain. _ As was pointed-out with 
regard to the United States, a suprem®» court interpreting a 


written constitution is in effect a legislative as well.as a jtidicial 


body, and its findings must have regard not only to the intention 
of the law, but to the political, economic and social consequences 
of the interpretation. The Judicial Committee has.not been as 
responsive to the Canadian need for a ‘strong central government 
as is the Supreme Court of Canada. Therefore, from every point 
of view, it would seem desirable that the Supreme Court of 
Canada should constitute Canada’s own final court of appeal. 

Equally, there is no British argument against the re-enactment 
of the North America Act as a Canadian statute. The resistance 
hitherto has always come from the two most powerful Canadian 
provinces—from Ontario because it fears that with increased power 
in the hands of the federal government its own wealth may be 
drawn off to succour less fortunate provinces, and from. Quebec 
because it feels that, much as it dislikes the internationalist out- 
look of Britain, London» is a-more-disinterested guardian of the 
minority rights of French Canadians than Oftawa. Previous 
efforts to resolve the. unbalance between the federal government 
and the provincial governments have foundered on the intran- 
sigence of the provinces, armoured with the support of Privy 
Council decisions from London. If Mr St: Laurent, who is a 
French Canadian, is prepared to take up the cudgels again, it is 
a sign not of his hostility to the British Commonwealth but of 
his courage as a Canadian politician. 


* * * 


Cyprus : Pattern for a New Governor 


Lord Winster has left Cyprus. After two years of governing 
in conditions ‘of relative prosperity and of great advance in some 
fields of human welfare, he leaves with his main task unfulfilled. 
He came to substitute representative government for direct rule ; 
he leaves without having done so. Instead, an island with a 
standard of living much higher than that of counterparts like 
Crete or rural Turkey is a prey to extremist agitation. 

This agitation comes on the one hand from a Communist 
wing that is known to be small, and clamours for complete seit- 
government ; on the other from a right wing group, seemingly 
much larger, that is led by one or two militant prelates and that 
calls for immediate union with Greece. Both these groups are 
gitding their loins for municipal elections in May. And as they 
do so, there rings in their ears the parting shot of their late 
governor, a reminder that there is a big stick in the cupboard 
—the Emergency Powers Order in Council of 1939—and that 
it is ready for use upon agitators. These facts reveal, in a 
European, educated and solvent British colony, a state of feeling 
that is most unsatisfactory. Before a new governor is appointed, 
it is worth learning the lesson of why Lord Winster failed. 

Clearly, some of the possible reasons for an ugly mood in an 
island like Cyprus are beyond its governor’s control. Others 
are controllable. But even the uncontrollable kind are laid at 
the Governor’s door by the Cypriots unless he has a personality 
that attracts this courteous and intelligent—but volatile and 
maddeningly inconsequent—people. 

Past failure can be redeemed. Cypriots—Greeks as well as 
the more placid Turks—speak with affection and respect of certain 
past officials. The names mentioned by all classes are always 
the same, The characters and manners of these few men are 
worth analysis. The secret of success lies, undoubtedly, in a 
capacity for drawing out that large middle group of educated 
Cypriot opinion that feels Greek, and resents the smug assumption 
that it ought to like being British ; but which realises at the same 
time that Athens is in the doldrums, and would be nowhere but 
for British (and American) support. The right governor for the 
island must appreciate its reasons for feeling an affiliation with 
the mainland. He needs to know how the inhabitants of the 
evant combine an infinite capacity for destructive criticism with 
aM infinite reluctance to face the music and shoulder a share of 
responsibility. Above all, he must be able to talk to them in tones 

recall neither the | rdeck nor the; nursery; 

Will Mr Creech Jones and Mr Attlee make the next appoint- 

from the political world or from the Colonial Service? It 

O€$ NOt matter so long as they realise what they are looking for, 

| What to avoid—for ins*ance the exercise of political patronage. 

‘IMportant point now is to choose not only carefully but 
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quickly: There must be no long interregnum, or the new gover- 
nor’s task will be much more difficult than was Lord Winster’s. 
Two to Rule the Waves 

The absurdity of the British and American. navies busily 


developing their forces independently—as though they were 
potential rivals rather than.allies=las been emphasised by the 


recent cuts in the US Navy. The cuts were not severe, but they 


were so made as to show a Sharp change in priority from the 
Pacific to the Atlantic and Méditerranean sphere of operations. 
Eight naval air stations: in the Pacific are to be closed down, 
three large aircraft carriers are tobe placed in reserve together 
with a few light cruisers and 57 “non-combatant™ Vessels are 
to be paid off. The numbet of officers and men, excluding the 
Marines, is to be reduceo “from, 371,000 to 350,000. 

On the other hand 30 major war vessels are to be added to the 
Fleet. Twenty-four of these are désteoyers and will bring the 
total of anti-submarine vessels in commission up from 146 to 170. 
There is little doubt, therefore, that the US Navy intends, for 
the immediate future at least, to concentrate on providing enough 
ships of the right type to deal with the only serious: threat they 
are likely to meet at sea for some years to come. 

So far so good. This: isan obviously .sensible policy. It is 
also sensible to maintain, as the US Navy has done, a nucleus 
fleet of aircraft carriers and attendant cruisers, for the need for 
such ships in supporting operations cannot yet be ruled out. The 
Royal. Navy is pursuing an identical and equally sensible policy. 
Where both governments seem so foolish and extravagant is that 
each is carrying out that policy with a total disregard for what 
the other is doing. The net result is that the combined British 
and American fleets are big enough to deal with about twice 
the number of submarines with which any potential enemy has 
so far been credited. 


* * x 


Boarding House Wages 


It was only to be expected that the Catering Wages Board 
for unlicensed residential establishments would follow the example 
set by the Board for licensed establishments and recommend 


From The Economist of 1849 


February 10, 1849 


SoME of the alterations in the mode of proceeding in 
the House of Commons, recommended by the committee 
which sat last session to inquire into the subject, were, on 
the motion of Lord John Russell, adopted by the House of 
Commons on Monday... . 

A debate ensued on Mr M. Gibson’s motion to limit the 
duration of speeches to one hour, the rule not to apply to 
members introducing a motion, or Ministers speaking in 
reply, The, House decided by 96 ‘to 62 against Mt Gibson’s 
proposition, and no positive limitation, therefore, is placed to 
the time which it may please any hon. member to occupy 
in addressing the House, after he has got on his legs. ‘We 
think the decision a proper one. . . . The length of time which 
any gentleman may speak must be determined by the nature 
of the subject, his own good taste, and the disposition of 
the House. Every hon. member is influenced, to some 
extent, by the opinion of the House, and of the public ; and 
if both express their disapprobation of long speeches; 
members will not indulge in them. At the same time, there 
are occasions—as in replying to a personal accusation, as 
noticed by Lord John Russell—and as in sifting a long finan- 
cial statement made by the Chancellor of the Exchequer— 
when the rule of an hour will not apply. ... For ordinary 
men to talk an hour incessantly is, we admit, insufferable ; 
but in this respect hon. members must protect their own 
ears, and put down the bores with a much smaller limitation 
than an hour. We are aware that there is seme delicacy 
necessary in putting an end to an harangue simply because 
it is tresome; but. this is a kind. of. police: hon..members 
must exerc/se over one another and submit to with patience. 

If a rule were established that no speech should last more 
than an hour, we should probably have every member who 
spoke tfying at least.to fill up his hour. It is as likely to 
lead tw amplification in.the many as to condensation in the 
few. It»would probabiy put an end to short and. terse) 
speeches. Thé houf would become the rule; and that 
member might be called lazy or dull who did not fill it to the 
end. Long speeches are a great waste of time; but to 
suppress them must be left to the good sense of the House, 
the reporters, and the public. 
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minimum wages and regular hours for the staffs. The latest 
proposals, which cover boarding houses; guest houses, hostels, 
holiday camps and unlicensed ¢lubs, merely: complete the cycle 
of operations which was started by Mr Bevin’s Catering Wages 
Act during the war. They offer to a section of the community 
which is very open to exploitation protection against abuses and 
standards equivalent to’ those of factory workers. The minimum 
wages proposed for a 48-hour week vary from 36s. for maids and 
58s. for porters, in addition to full board and lodging, to £9 8s. 9d. 
for a chef de cuisine, with additions, varying according to the 
area, where meals and lodging are not provided. The Board also 
recommends 12 days’ holiday with pay (plus statutory holidays), 
fixed overtime rates and regular rest-time intervals. 

This is all very well, but experience of the conditions laid down 
for licensed establishments provokes fears that the proposals, if 
adopted, may do more harm than good. It is one thing to lay 
down minimum standards of wages and hours for hotels like the 
May Fair and the Savoy, but quite another to expect that those 
standards can be applied without modification to the small country 
hotel or seaside hotel which is dependent on a very short, busy 
season. Similarly, there are so many types of unlicensed estab- 
lishments that it is really not possible to draw up a wages code 
that is applicable to all. Who, for instance, ever heard of a 
commis patissier at “ Sea View,” much less a chef saucier or a chef 
rotisseur or a stillroom man, all of whose wages are covered in 
the proposed code? It is to be feared that the chief result 
of the proposals for unlicensed establishments would be a lower 
standard of service, because fewer workers could be employed, 
or higher charges or both. Great hardship might also be caused 
if charges had to be‘increased, to the many permanent elderly 
inhabitants of guest houses who have no other home. 

It may be that such hardships have to be tolerated in the interests 
of the “sweated labour ” of some boarding houses. It is worth 
asking, however, whether the best safeguard for such labour is 
not the full employment that enables a worker to pick and choose 
his job. Certainly, before these proposals are adopted, their full 
implications should be properly appreciated. 


* * * 


Closed Shop for Hairdressers ? 


One of the first private members’ bills to be discussed is 
the Hairdressers (Registration) Bill, which is due to come up for 
consideration on Friday of this week, after The Economist had 
gone to press. It may be that Mr Sparks, its sponsor, will be 
able to give in the House a better justification for the Bill than 
appears in its explanatory memorandum. On the face of it, it 
appears to advocate as pretty a piece of monopoly as has been 
seen for a long time. It would establish a register of trained 
hairdressers under ‘the céntrol of .a° representative board which 
would have wide powers, including the power to remove the 
names of unsatisfactory hairdressers, to license “approved 
schools” for hairdressing “ students” and to hold an inquiry into 
wages, profits and prices. 

All this is, of course, to be done under the guise of protecting 
the public. Hairdressing, according to the Bill’s explanatory 
memorandum, is a profession. Professional standards must be 
maintained ; hence the need for registration, licensing and the 
inspection of premises. It is all very plausible, and it hardly 
needs saying that the standard of competence and cleanliness in 
hairdressing shops is sometimes deplorably low. But the right 
bodies to enforce cleanliness are the local authorities, if the public 
cannot enforce it itself by withdrawing its custom from. dirty 
shops. Hairdressing is not a profession; it is a trade to which the 
true interests of the public demand that there should be unres- 
Mmicted entry. It should not be forgotten. that three years ago the 

airdressers’ Trade Association issued a statement to the effect 
that manufacturers and wholesalers. who were members of the 
association would refuse to supply hairdressers who charged less 
than the minimum prices which, the.association laid down for 

Tmanent waves. It is cheap haircuts rather than bad haircuts 

t one suspects the promoters of this Bill are really out to pre- 
vent. In claiming to protect the public from Sweeney Todds, lice 


and the like, are they not really trying to introduce protection 
for themselves ? 


Shorter Notes 


Mr Wilson was on very doubtful ground when he told the 
n Society that politics did not enter into the Government’s 
relations with eastern Europe. The British Government 

may be moved by the most purest motives of economic ex- 
Pediency in its pursuit of trade with the countries of eastern 
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Europe. But Mr Wilson should face the inescapable fact that 
the contribution which that grade makes to the prestige of 
Communist governments and to the fulfilment of their economic 
plans is most important. ..He-Should ask, too, for an analysis of 
their defence expenditure. 


* 
Correction —Owing to an error four schools were omitted from 


the Note last week (page 237) on “ From School to Scholarship.” 
The list should read as follows: 


School ‘ Scholarship and 
Exhibitions 

PN Ce eres Cen ee nen ae eceanae at Set ene 14} 
Raigbe 2S a Fa ed eae ll 
Manchester Grammar School .....0.1......0... 10 
Marlborough and Winchester. .......0.....4. 9 
TR AE MR Feats te epirty ices oe all 
Wellington, Bristol Grammar School .......... 7 
Oundle, Ampleforth, Bradford Grammar 

School, City of London School ............ 6} 


Shrewsbury and Sherborne 


Major-General Airey’s latest quarterly report on Trieste js a 
reminder that the long interregnum in that city stil! drags on, 
General Airey is justifiably pleased that there has been no halt 
in the gradual return of confidence in the city’s future which 
began last March, when the three western Allies proposed the 
return of the city to Italy, and which has since been buoyed up 
by the initial effects of ERP and the growth of trade with Italy. 
But the “ undeniably ” Italian city of Trieste cannot be expected 
to subsist on unfulfilled proposals for ever, and the strengthening 
of the economic bond with Italy is not an adequate substitute for 
a political union. Meanwhile the citizens of Trieste are being 
ed'fied by the unceasing squabbles of the pro- and the anti- 
Cominform Communists, both of whom seem to be far more 
interested in political dogma than in the welfare of the proletariat. 


* 


Mr Strachey is quite wrong to refuse to issue a White Paper, 
giving the latest information about the East African groundnuts 
scheme, in advance of the forthcoming debate. His plea was 
that it would be wrong to anticipate the Overseas Food Corpora- 
tion’s annual report, which will be issued after the end of March. 
Since, however, he himself intends to give the relevant facts and 
figures in his opening speech in the debate, this argument doc: 
not hold water, and his refusal appears to be either a piece of 
discourtesy to the Oppesition or an attempt to prevent comment 
in the debate from being as well informed as it should be. 


* 


The Anglo-American authorities in Frankfurt have been so 
encouraged by the output of iron and sicel in western Germany 
during 1948 tha: they have raised the targets for 1949. The 
productivn of steel ingots was §,370,404 tons (82 per cent more 
than in 1947), of pig iron 4,699,918 tons (104 per cent more than 
in 1947), and of rolled steel products 3,617,672 tons (72 per ceat 
more than in 1947). There was also a remarkable improvement in 
coal production, especially last December, when the monthly 
total was the highest since the war. The total output for the 
year is provisionally estimated at 78,900,000 metric tons compared 
with 71,100,000 tons in 1947. 


Mr Mayhew has told the House of Commons that the extra 
cost to the Treasury of the British part in Berlin airlift up to 
January 15th was just under £4,000,000. This bill. for seven 
months of cold war is surprisingly low even though it omits the 
wear and tear on RAF machines and diversion of its resources. 
The signs are that deliveries will rise well above 5,000 tons a day 
and will continue until the battle of Berlin is won. 


* 


The forthcoming debates on blood sporis had a curtain raiser 
this week in the form of a libel action brought by a master of a 
Cornish hunt against a clergyman who had written letters to the 
press asserting, in effect, that a fox had been treated with wanton 
cruelty before it had been killed. Very rightly, the special jury 
decided that the statement was libellous. But it also awarded the 
master £1,500 damages, although the action was solely brought to 
clear his name and stop any further libel. As The Economist 
has remarked before, the central absurdity of the law of defamation 
is that damages have nothing to do with damage. 
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Letters to 


Newspaper Circulation 


S1r,—You do scant justice to the Manchester Guardian in your 
issue of February sth when you suggest that it has lost sale in 
the South and gained in the North. Our peculiar methods of 
distribution, forced on us by late arrival times, mean that it 1S 
difficult to assess from external evidence the facts about our 


circulation. These are that the Manchester Guardian has gained 
something approaching the 10 per cent you quote for The Times 
and Daily Telegraph, and that the increase as a percentage of 


vious sales has been about the same in all areas—Yours 
ithfully, LAWRENCE P. SCOTT 
The Manchester Guardian, 3 Cross Street, Manchester 


i 
f< 
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Britain, France and Germany 


Sir, —An analysis of the German right-wing press over the past 
eighteen months suggests that a clear British rebuff administered 
early last year when the trend first became evident, might have 
prevented the recent wave of Wehrfreude in certain German 
quarters and the prevalent vilification of the French. It is con- 
sistent with the Communist line in Germany, which has always 
been directed towards the exploitation of nationalist sentiment, 
that the Communists and the jingoists of the Right should be 
vocal on the same front against the French. 

Moderate German opinion has clearly failed to keep the ex- 
tremists from saying in public what they have long said in private. 
It is questionable whether the timing and wording of certain 
official British pronouncements in the past year have not indirectly 
contributed to this state of affairs by giving the false impression 
that we were completely vertrauensselig. Accuracy, timeliness 
and insight of information are vital to the general strategy of the 
grand alliance which can no longer be successfully worked out 
on the basis of a series of tactical pronouncements suggesting the 
absence of a consistent policy. The French at least have been 
consistent. Their lack of confidence and desire for reinsurance 
are mainly due now to the fear of the extreme nationalists swamp- 
ing the moderates like Dr Arnold. It must be made abundantly 
clear both to the Germans and the French that British sympathy 
is with the German moderates, whatever their party label.—Yours 
faithfully, G. A. Kirk 

Cleveland, Ohio, USA 


Trinidad’s Constitution 


Sir,—The Note on Trinidad in your issue of January 29th 
asserts that the majority report of the O’Reilly Committee, upon 
which the proposals for ihe new constitution made by the 
Secretary of State are largely based, “was considered quite 
unacceptable to the mass of Trinidadians.” During the past few 
days both newspaper and personal reports about the reception 
accorded to the new constitution have been received here. They 
indicate that the reaction generally in responsible circles has been 
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the Editor 


favourable and that Dr Solomon and his supporters have not hag 
a good reception for the protests they have made. In the 
districts there seems to have been general apathy or lack of under- 
standing—attitudes not enurely unexpected. 

The graver matter is the suggestion (attributed to Dr Solomon 
it is true, but left unexamined in your Note) that even under the 
new constitution the elected members of the Executive Couyng} 
will be dependent on the goodwill of the official and nominated 
members of the Legislative Council to secure election to it 
moreover, that the “ will of the people” as represented by the 
elected number of the Legislative Council cannot prevail. As the 
Legislative Council will consist of eighteen elected members, three 
official and five nominated members, it is obvious even: if. th 
officials vote, which is unlikely, that the elected members cp 
select whom they wish from their number to sit on the Executive 
Council, Once there, being in a majority of five to four (thre 
officials, one nominated) it is equally obvious that they can give 
effect to the will of the people expressed through them, as th 
elected members as a whole can in the Legislative Council, shor 
of the use of the reserve power in exceptional circumstances, 

It is difficult to understand the meaning of the remarks in the 
last paragraph of the Note. Trinidad is now ahead of Jamaica 
in at least one respect, namely, that there is an elected majority 
on the Executive Council. In Jamaica the numbers are equal and 
the Governor has a casting vote. Further, while Jamaica has 
a fully elected House of Representatives it has, eas a second 
Chamber, a wholly nominated Legislative Council with revising 
and delaying powers akin to the House of Lords. There is no 
such safeguard in the new Trinidad Constitution. 

All in all, the new proposals are a great advance towards full 
responsibility and the experience and knowledge of the few 
nominated members will be of the utmost value as a stabilising 
element in deliberations. Meanwhile the non-official members of 
the Executive Council, through being associated with the work 
of Government Departments, as quasi-Ministers, will gain direct 
experience and training in the conduct of public business, 

It would be unfortunate if on this issue, so important to the 
colonies as a whole, theories of the possible did not yield to 
evidence of the actual and the wisdom of Solomon to arithmetic. 
‘—Yours faithfully, R. GAVIN, 

Secretary 

The West India Committee, 40 Norfolk Street, W.C.2 


Farm Workers’ Wa ges 


Sir,—With reference to the increase in farm workers’ wages, 
you state in your issue of February sth: “There is no proper 
case for a further increase in farm prices merely on the strength 
of these moderate concessions.” 

I wish that I could agree with you, because no one in his senses 
could desire to see a stil] further increase in the huge inflationary 
total of food subsidies. Unfortunately farmers have been running 
into difficulties owing to a steady and continuous rise in ther 
costs, more especially in the case of engineering products and 


repairs to tractors and machinery. In addition they have had 
to face two bad harvests. 
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House, 1-19 New Oxford St., London, W.C.1. 
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As a result farmers great and small are hard up and are casting 
about for means of reducing expenses, . Proof.of this.can be 
obtained from the banks, the dealers in\ implements who can 
no longer dispose of their stocks, and-the corn merchants whose 
overdue accounts are increasing. The fantastic prices paid for 
pedigree cattle at sales are no guide to the real state of farming. 
They are caused by a considerable number of rich people who 
have recently taken up farming. Many .of them know nothing 
about farming and do not caperif they lose money’ becanse of 
the incidence of surtax. On the whole, they are 2° doubtful 
asset to the farming industry. 

You talk about covering the extra cost ‘by increased efficiency 
“for which there is room.” Greater efficiency generally means 
more mechanisation and this is a two-edged sword because of 
the high cost of machinery which can only be used for a few 
weeks in the year. large combine harvester costs over £1,200 
and is in use for three or four weeks. A one-man pick-up baler 
costs £896 and may be used for six weeks. An efficient, grain 
dryer will cost up to £4,000 to instal and may do four weeks’ 
work, and so on. Modern buildings would reduce costs, but who 
can find the money, labour: and materials? Already many 
mechanised farms are over-capitalised. 

Farmers are anxious about the future. I am sure that if they 
get no compensation for the latest wage increase and shortening 
of hours, they will begin to discharge a few of their less efficient 
and older men and slowly reduce their arable acreage. Indeed 
they have no alternative—Yours faithfully, 

Beedon Manor, Newbury, Berks S. Burpett-CovutTrs 


Private and State Insurance 


Srr,—My father, a voluntary contributor to National Insurance 
and a pensioner of World War I, died on April 26th last year. 
His payments were reguiar, his cards fully stamped. He also 
held policies with a city insurance firm. 

It is a good thing for my mother that he_did not place all 
his trust in the beneficent state. Within tw ys of his death 
the representative of the city firm called: within seven, all claims 
had been met. Nine months afterwards my mother is still 
waiting for her widow’s pension and for two weeks’ arrears of 





ISHING is.not every mans folly, it is 
F some folk’s wisdom. They may find 
the answer to their life’s problems watch- 
ing a float in a pond or they may work 
off their inhibitions lashing a lake with a 
fly. And good fishermen are usually good 
smokers . . . men of quiet discernment who 
ate sufficient unto themselves providing 
pouch or case is well filled with Ba/kan 
Sobranie. "That float may never bob, there 


may be never a suggestion of a rise, yet 
the angler who smokes Ba/kan Sobranie has 
had a good day . . . he sees his visions 
through the smoke rings, he builds his 
castles in the smoke clouds, he is that 
modern rarity ... a man at peace. 
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my father’s army pension, She has applied times beyond count- 


-ing, filled. in. forms, answered questions relevant and grossly 


irrelevant. Her solicitérs have applied. I have applied. The 
net result is either*(a@)- stereotyped cards promising attention 
or (b) more forms. 

Had my mother been destitute, the Assistance Board would 
presumably have goaded the Ministries into action. As she is 
not,;they are apparently quite-centent to mete out indefinitely 
this wholly indefensible treatment. I write to acquaint you, Sir, 
with ‘this case both inthe “hope that the hosp‘taliry of your 
columns will stimulate payments and apologies, and as an object 
lesson. of what- we may expect if the present government carry 
out their reported threat to nationalise insurance.—Yours 
faithfully, ANTHONY KIgLy 

15 Fitzjohns House, 46 Fitzjohns Avenue, 

Hampstead, N.W.3 


Hook Without Bait 


Sirn,— 
In Ancient Times Ambiguous Rhymes 
Deluded men at Delphi 
Now Pilgrims go to ask Moscow 
What Fortune holds ; myself I 
Would sure opine Apolio’s shrine, 
Wrapped in the Pythian vapour, 
Could subsidise the enterprise 
Of any New York paper. 


Did not the God, with frenzied nod, 
Excite the luckless Croesus 
With subtler word than now is heard 
From those who seek to please us? 
Aracides, upon his knees, 
Was just about as certain, 
As those who pose to diagnose 
Behind the iron curtain, 
Yours faithfully, 


G. M.. Moore. 
Travellers’ Club, Pall Mall, S.W.1 







SWITZERLAND... 
NON-STOP 


For your Swiss summer. holidays—fly direct 
to ZURICH (£28.16 ret.) or GENEVA 
(£27 ret.), by. fast modern Convair or Viking 
airliners, BASLE (£27 ret.) or BERNE 
(£28 ret.). 


BOOKINGS: British European Airways, Dorland 
Hall, Regent Street, S.W.1, GERrard 9833, 
BEA offices or Travel Agents (no booking fee). 
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AMERICAN SURVEY 





The Stranded Republicans 


(From Our US Editorial Staff) 


© political party looks its best when trying desperately to 

recover lost dignity after an inglorious defeat. But, even 
making allowances for the misfortunes of November, the insis- 
tence with which the Republican National Committee, at Its 
meeting in Omaha on January 26th and 27th, bickered away its 
last few assets was more ridiculous than necessary or wise. The 
campaign which began on the exalted level of appeals to national 
unity ended in a display of party disunity which must have 
confirmed the electorate in the good sense of its decision. 

Because it is, in the years between elections, the only con- 
tinuing party organisation, the National Committee appears to 
have more importance than is really the case. If it had the power 
and influence it would like to believe it has, neither Wendell 
Willkie nor Governor Dewey would ever have been nominated 
as Presidential candidates, and the party’s election platforms 
would have been even less attractive to the voters in 1940, 1944 
and 1948 than they were. But every four years when the nomi- 
nating convention meets, the Committee, which has been making 
solemn pronouncements about candidates and policies, finds 
itself and its views forgotten as the delegates vote for men and 
programmes which to the Committee are little less horrifying 
than those of the Democrats. 

Two weeks ago in Omaha there was a bitter struggle for 
control of the National Committee. It is not easy to say who 
won. Mr Hugh Scott, a member of Congress from Pennsyl- 
vania, who was fighting desperately to retain the chairmanship, 
finally succeeded by $4 votes to §0. This was not an impressive 
victory and no more than a personal one for Mr Scott himself. 
It was certainly not a victory for Mr Dewey, whose nominee 
Mr Scott had been after the Philadelphia Convention. In 
order to keep his job the chairman had to renounce Mr Dewey 
and all his ideas, probably not a distasteful task for him if his 
previous voting record in the Congress is any guide. 

Quarrels within the Republican Party are popularly supposed 
to’be between the conservative and liberal wings. Only the most 
experienced dialecticians, however, can find any difference 
between the philosophies of the factions within the National 
Committee, where the ty’s progressive thought is hardly 
represented at all. At Omaha the struggle was for personal 
power rather than for the opportunity to further particular 
policies. Senator Wherry, the undertaker from Nebraska, who 
seems bent on getting the chance, before he is too old, to use 
his professional skills on his party, said during the course of the 
debate: “Let’s be Republicans. That’s all the people want us 
to be.” And that, it seems, is all that they are going to be. 
Mr Scott, however, had his doubts about the people’s satisfac- 
tion with the state of affairs. “I am going to talk to you,” he 
said, “ about being at the crossroads. We have been there five 
times. . . . I suggest to you that perhaps we have dug ourselves 
in too deep at those crossroads.” But his prescription for dig- 
ging themselves out was only to stop nominating candidates 
who try to match the liberalism of the Democrats ; he was 
worried that, just as there were too many Democrats im the 
House of Representatives, “that may be our trouble here.” 


_ 
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Senator Wherry and Mr Scott are supposed to represent the 
two wings within the National Committee. 

It is not always possible to exclude from such meetings a few 
Republicans of the type which the Committee calls “New 
Dealers.” One of them, Mr Val Peterson, Governor of 
Nebraska, got in and tried to shake their complacency, He 
gave them six causes for their party’s successive defeats: ity 
association, in the minds of many people, with the economic 
collapse of 1929; the belief that it is opposed to all govern- 
mental activity designed to relieve economic distress, to social 
reform, regulation of business, and every type of public service 
that would cost money ; its failure to refute the accusation that 
it “ plays on the team of the employer against the employee”; 
its conservatives have been allowed to act as its spokesmen; 
“through the efforts of some people to prove that it was Roose- 
velt rather than the Japanese fleet that bombed Pearl Harbour,” 
the party has been tagged with the label “ Isolationist ” ; and, 
finally, “we have not made our programme appear attractive 
to the American people.” Governor Peterson then made some 
constructive suggestions for giving “free men greater oppor 
tunities for economic benefits and for the decencies of life ” and 
finished in a shocked silence which was broken by Senator 
Wherry hurriedfy introducing “a real Republican,” Senator 
Capehart of Indiana. 

. * 


The idea_that it was not Mr Roosevelt who bombed Pearl 
Harbour was patently absurd in such a gathering but, on that 
point at least, the Committee seemed to take some notice of the 
Governor’s advice. By the end of the two-day meeting, it 
had certainly decided that Mr Dewey was responsible for every 
other national disaster of the last few years. The spectacle of 
the men who contributed most to his defeat united only in 
blaming him and his campaign for their plight was not a pleasant 
one. There has never been a beaten candidate so quickly and 
so completely deserted by the whole of his party. Al Smith, 
Wendell Willkie, Mr Hoover, even: Mr Landon, retained some 
loyal supporters and some influence ; Mr Dewey has retained 
nothing. A Presidential candidate is supposed to remain titular 
head of his party until a new candidate is chosen at the next 
convention. The election has only been over three months and 
yet many prominent Republicans tried to boycott the dinner 
in Washington on February 8th—called “ Lincoln’s Day,” 
although it was four days early—at which Mr Dewey was invited 
to a by the Republican women of the District of Columbia. 

is desertion may not have been wise. Mr Dewey proved 
in his speech that there is still life in him, Whether, as some 
people suspect, he aspires to a third try at the Presidency or 
not, he now knows without any doubt that he will never be 
acceptable again to the “ Old Guard.” It was rumoured that he 
was considering devoting his speech to a detailed description 
of the handicaps under which he campaigned. They were many. 
The record of the Eightieth Congress left him little chance of 
anything but appeals to unity, and the local candidates 
embarrassed him in state after state. In one he had to endorse 
a Governor whose dishonesty was well known to his entire 
audience ; in another he-had to support a chronic alcoholic, who 
was standing for election as Senator. 

Mr Dewey did not go so far as some had hoped last Tuesday, 
but he was very outspoken. “The Republican Party is split 
wide open,” he said: “it has been split wide open for years 
and we have tried to gloss it over. We have in our party some 
fine high-minded patriotic people who honestly oppose farm 
price support, unemployment insurance, old age benefits, slum 
clearance and other such programmes.” Then he reminded his 
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listeners that these things were part of the official declaration 
of party principles adopted at the Republican Convention. 
“ Those who disapprove these principles, and want to fight them 
out, should try to get elected in a typical American community 
and see what happens to them. But they ought not to do it as 
Republicans.” These words came from the depth of his 
experience. 

Mr Dewey may not have been the ideal candidate for a 
political party, but the consistency with which he polled, ir. 
state after state, hundreds of thousands more votes than the 
Republican candidates for Congress or the Governorship is 
sufficient proof that he has less to reproach himself with than 
those who, having run the party for the last sixteen years, have 
done nothing but lead it to defeat after defeat. Governor 
Peterson told the Committee that consistency does not require 
the party “ to commit political hara-kiri by an over-zealous and 
ceremonious insistence upon the doctrines of laissez-faire.” He 
reminded them also that “the party that freed the slaves, 
thereby abolishing $3 billion worth of private property at one 
stroke, is not committed to the placing of property rights above 
human rights.” Yet that is what the country believes—and with 
plenty of evidence—that the Republican Party is committed 
to doing. 

Every beaten party appears, for some time after its defeat, 
to be disintegrating under the shock, and signs of disintegration 
should not always be taken too seriously. But a party which 
has still learned nothing after five consecutive defeats is in a 
serious predicament. The disappearance of the Republican 
Old Guard would be welcomed by most of the country. The 
disintegration of the Republican Party at the same time would 
be a different matter. The United States has had a two-party 
system for so long that continued government by one party, 
without effective opposition, would lead to fragmentation within 
that one party and to uneasy alliances which would make effec- 
tive government impossible. The hope for the future of the 
Republicans clearly does not lie, after the Omaha antics, in any- 
thing which can happen within the National Committee. It lies 
—if it lies anywhere—in the record which the party makes in 
Congress during the next four years. 


TVA in the West 


[FROM A CORRESPONDENT IN COLORADO] 


EveN before President Truman instructed the relevant govern- 
ment agencies to prepare legislation for the establishment of 
a Columbia Valley Authority, it was obvious that one of the most 
controversial matters before the Eighty-first Congress would 
be the creation of new government corporations of this type. 
These corporations would develop river basins by methods 
comparable to, although not necessarily exactly the same as, 
those which the Tennessee Valley Authority has used for the 
promotion of flood control, land reclamation and electricity 
output in the area for which it is responsible—41,000 square 
miles covering parts of seven states. It has long been argued 
that this system should be extended to the two great basins of 
the North-west, those of the Columbia and the Missouri rivers, 
and strong opinions are already held in the region on both sides 
of the question. 

So far, the policy has been to develop these basins piece- 
meal through the participation of numerous federal and state 
agencies, each assigned its own task. The conservative 
Eightieth Congress showed hostility even to the well-established 
TVA, but the advocates of the extension of valley development 
systems feel that since the election they really have a chance 


and that, with the new Congress, it is worth pressing for valley . 


authorities for both the north-western basins. 
3 It has been suggested that the name should be changed from 
authority” to “administration.” Hostility to the idea of 
valley development, in the independent West, sprang in part 
from the very name “ authority ” with its authoritarian implica- 
tions. The prejudice of western farmers was particularly easy 
{© rouse, since most of them depend for their livelihood upon 
supplies of stored water to supplement the natural rainfall that is 
WM itself insufficient to grow crops. Under the web of western 
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water-law, the “decrees” awarding this water are precious 
property. They are protected and enforced by state law, and 
go with the land. Opponents of integrated development told 
farmers that an “ authority” would juggle with such water- 
rights, and that farmers dependent on irrigation might be left 
stranded. The effect may be imagined and proponents of new 
“administrations ” admit that this hostility amongst the far- 
mers is the highest hurdle they have to surmount. They are 
doubtful whether a Bill can be drafted in language which would 
be acceptable to the farmers. 

Prominent among opponents are the private power com- 
panies and their national association. They fear the competi- 
tion of publicly-produced power, distributed to retail groups 
through publicly-owned transmission lines. Other opponents 
are the contractors’ associations. They fear that a western 
TVA would build its works by direct hiring of labour, whereas 
the agencies now in charge do it almost wholly by letting 
contracts. 

A very powerful argument for valley authorities, and one not 
always available to planners, is that development under present 
methods is extravagant. The proponents point to the Missouri 


basin where rival agencies—the Corps of Army Engineers and 
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the Bureau of Reclamation—were forced into an unwilling 
alliance, which critics called “a “shotgun wedding.” Under 
the joint system, requests for projects have grown from original 
estimates of less than $2 billion to nearly $10 billion, or some 
$25 for every acre of land in the basin. Critics say this is far 
too high, that Congress and the taxpayers will never accept it, 
and that unified administration under a Missouri Valley 
Authority alone will allow the gigantic task to be done economi- 
cally. Further, they say the present plan ignores and wastes 
many of the potentialities of the basin and that there is not 
enough water for everything the river will be called upon to 
do, nor even enough to supply the works now being planned. 
The Army Engineers, on the contrary, maintain that, even after 
these works are built, the Valley’s chief problem will still be 
how to cope with surplus water, 


* 


Politically the situation is delicate, especially in the case of 
the MVA. A member of Congress from the semi-arid West, 
where water is life and the water supply limits ultimate 
development, may be a true progressive, genuinely in favour of 
extension of the TVA method, and yet he may be bound 
by the fact that his support of an MVA or a CVA would arouse 
such hostility in his district that he might be retired to private 
life. For example, the recently re-elected Senator from 
Colorado, Mr. Edwin Johnson, said during his campaign that 
no one had shown him that more than 10 per cent of the 
people in the Missouri basin were in favour of an MVA, and 
the scheme would have to have more public support than that, 
to win his vote. Of twenty Senators from the ten Missouri basin 
states, only four are known as advocates of TVA-like develop- 
ment. The proportion is not much higher in the House, It 
would be extraordinary for Congress to enact a regional law so 
overwhelmingly apposed by the Congressional representation of 
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ibe region in question. There always remains the remote 
possibility of a manifestation of regional public sentiment so 
much in favour of the plan that the Congressmen will discover 
ihey, too, have been in favour of it all along. But this is 
imiced remote. 

Incidentally, sceptics on the chances of an MVA include some 
former supporters who maintain it is now, or may soon be, too 
late. They say no unified plan could be successful if it were to be 
imposed on a non-unified group of works ; that an “ authority ” 
or “administration” ought to be in charge from the start of 
construction, if it is to produce the benefits of which it is 
capable 

Plans for the development of the Columbia Valley are not 
so far advanced and may be more easily co-ordinated. There 
the Army Engineers and the Bureau of Reclamation 4re still 
open rivals and are battling for Congressional and public good- 
will. There, public sentiment is less hostile and, if not favour- 
able, at least more open-minded; a higher proportion of 
members of Congress from the region seem to support the 
scheme. For all these reasons. the Congressional prospects of 
the CVA are brighter than those of the MVA, and this is pre- 
sumably why President Truman has given the Columbia 
scheme priority. His specific endorsement will make those 
prospects brighter yet. 


American Notes 


Recovery’s Second Year 


This week the captain of the European Recovery ship, Mr 
Pau! Hoffman, with the assistance of Mr Acheson and Mr 
Harriman, laid before the ship’s owners his account of its first 
year at sea and his plans for its second. It will be some time 
before he has satisfied Congress on the details of the refitting 
which he proposes and Congress too has ideas about needed 
repairs ; after that, the necessary money has still to be appro- 
priated. But at least there is no argument either about the suc- 
cess of the first year’s voyage or the desirability of a second. Mr 
Hoffman is asking for $1.15 billion to keep the ship in service 
between April and June, and for $4.28 billion for next year’s 
cruise. This compares with $4.347 billion asked for by the OEEC 
in Paris and with $5.055 billion allotted for the first year. Military 
aid for Greece and Turkey and assistance for Korea and possibly 
China, which Congress insisted on including in the omnibus Bill 
last year, are to be dealt with separately this time, and Mr Hoff- 
man has warned Congress that he may have underestimated the 
minimum needs of Europe. Congress may think that he has 
overestimated them but, by asking for a Reconstruction Finance 
Corporation loan and for permission to place advance contracts, 
he has at least tried to insure against Congressional delays which 
might force the ship to remain in dock for lack of funds. 

The most important change in the ship’s equipment recom- 
mended by Mr Hoffman is that the Economic Co-operation 
Administration should be left free to decide whether funds be 
made available to participating countries in the form of loans or 
grants ; at present ECA is obliged to distribute 20 per cent in 
loans, a provision which, in Mr Hoffman’s opinion, has already 
strained Europe’s future earning capacity. ECA’s loan policy had 
been criticised, somewhat unfairly since it is the result of a 
Congressional requirement, by the joint “ watchdog ” committee 
of Congress, in its recent report on the first nine months of the 
European Recovery Programme. The committee also insisted on 
the need for currency stabilisation, as a condition for the receipt 
of Marshall aid, and an effort in this direction is the first of 
the six major readjustments which Mr Hoffman believes that 
Europe will have to make in the coming year (these are discussed 
in a Note on page 272). The committee also criticised ECA 
for its attitude on the dismantling of German industrial capacity 
and on its failure to acquire strategic materials for US stockpiles ; 
it found that only $22 million had been spent for this purpose, 


al) in the United Kingdom, out of the $193 million available in . 


the counterpart funds. 
. 7 es 


Policies and Pressures 


There is little or no justification for these criticisms, but more 
will doubtless be heard of them during the coming Congressional 
hearings. The same applies to a suggestion, made by a group 
of Democratic Senators, that ECA funds should be withdrawn 
from Holland, as well as from the Dutch East Indies, until the 
United Nations recommendations on the Indonesian situation 
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have been carried out. Congress will, of course, demand assure 
ances, not only that the European countries appreciate what jg 
being done for them, but that they are making the best possible 
use of that aid. , 

However, the satisfactory report on the question of European 


exports of aluminium and lead will be fresh in the minds of — 


members of Congress, who will hardly be able to claim ignorance 
of the complete refutation of the charges to which Mr Howard 

ruce, deputy head of ECA, gave publicity. He has now been 
persuaded not to resign by Mr ‘Truman, who perhaps feels tha 
a potential malcontent is best kept under his eye and that any 
Congressional suspicions that ECA tends to put European 
interests before American will be allayed by the continued emplo 
ment of a conservative Democrat, who obviously finds jt e 
to believe the worst of Europe. The remarkable thing about this 
controversy has been, not that the skeleton in ECA’s cupboard 
proved to be a perfectly legitimate set of bones, but that no other 
have been unearthed in the agency’s nine months of life. The 
confident atmosphere in which the hearings have opened is largely 
explained by the high repute in which both Mr Hoffman and 
his Administration are held by Democrats and Republicans alike 

Nevertheless, Congress may succeed in forcing some minor 
diversions in the course which the ECA captain has set for his 
ship. He is already in trouble as a result of his dislike of the 
provision that half of ECA cargoes must be carried in US 
vessels. A compromise on this point is probable, but Mr Hoffman 
will almost certainly be told that he has not observed the provision 
that private trade facilities are to be used to the greatest possible 
extent. 

When the Foreign Assistance Act was finally passed last year, 
it bore remarkably few traces of the influence of pressure groups, 
largely because it was difficult for them to justify their claims 
for special attention in the economic conditions prevailing at that 
time. The fear then was that American consumers would suffer 
as the result of the Marshall plan. Now, with cutbacks beginning 
in certain industries, unemployment rising and surplus stocks 
piling up, pressures will be harder to resist. The Senate Agricul- 
ture Committee was this week enquiring into the use of foreign 
aid funds to buy grain in Canada: Senator E!lender of Louisiana 
revealing remarked that “a lot of us voted for ECA on the assump- 
tion that the appropriation would be used to dispose of our 
surpluses.” There may not have been so many as the Senator 
thinks last vear, but there will be more this year and they will 
try to insure against disappointment. The hearings will provide 
ammunition for those “unfriendly critics abroad,” who argue 
that ERP is designed to safeguard the prosperity of the United 
States rather than to restore that of Europe. Mr Achescn will 
need to repeat his declaration that “our moving purpose is not 
material ; it is to make it possible for people who want to live 
a decent, orderly and just and free life to do so again.” 


* x x 


Wall Street Is Worried 


The fresh decline on Wall Street over the past week has 
attracted nation-wide publicity, and has been quite sufficient 
put an effective brake on activity in the London market. So far, 
it has not been a particularly damaging movement. Until mid- 
week, at least, the setback in the Dow Jones Industrial Average 
was less than eight points, with a trading volume that has exceeded 
the one million share level on only one day. The postwat 
record includes several bouts of liquidation which have been far 
more severe than this, and which have seemed far more likely 
to affect the pace of business investment and consumer purchases. 

The financial community, however, remains both puzzied and 
worried by the business scene. So far as the securities market 
itself is concerned, industrial share values have at no time regained 
more than half the ground lost during the post-election slump 
in November, despite the continuing evidence of high earnings 
and a still-rising rate of dividend payments. But ground was 
being gained, slowly and rather painfully in January, and 3 
majority of brokers were willing to argue that the market 
break through the 1948 high points, before it tested the lowest 
quotations for that year. The new setback, to near the November 
levels, is rather more painful than a simple comparison of the 
Dow averages suggests. 

The weakness in the commodity markets and the fall in employ- 
ment, which form the background to the Wall Street é 
have been the subject of some rather excited comment, which 8 
not without its amusing aspect when it is contrasted with the 
recent clamour for drastic new government controls to stay 
inflationary pressure. Quite a substantial fall in commodities 
from thir inflated postwar peaks xould do no more than adjust 
some fairly obvious anomalies within the US price structure. 
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“Now I do without 
Head Office meetings!” 


Seeing my overseas representatives at 
regular intervals is a ‘must’ in my 
business. One way is annual meetings 
in the Head Office. But this is expensive 
and means that all my branch offices 
are under-manned at the same time. 

My way is different : I go out into the field and visit my 
people in their normal business habitats, so to speak. 
Fine, fast Speedbird service makes this possible. I notify 
my men when to expect me, arrange a booking through my 
local B.O.A.C, Appointed Agent—and off I go! I save 
time and money, meet all the people I should, and really 
learn lots more about my business. 

Wherever your branch offices may be located, you can 
probably do the same thing because 150,000 miles of 
B.O.A.C. air routes link five continents and forty-two 
countries. Remember too, wherever you fly by Speedbird, 
you can expect the same high standard 
of efliciency, courtesy and passenger 
It’s all part of .B.O.A.C.’s 
30-year-old tradition of Speedbird 
service and experience. 


comfort. 





GREAT BRITAIN * USA BERMUDA * CANADA MIDDLE EAST 
WEST AFRICA * EAST AFRICA * SOUTH AFRICA * PAKISTAN * INDIA 
CEYLON * AUSTRALIA + NEW ZEALAND * FAR EAST * JAPAN 


B.0.A.C. TAKES GOOD CARE OF YOU 


FLY BO-A-C 


BRITISH OVERSEAS AIRWAYS CORPORATION werrt QANTAS FPMPIRE 
AIRWAYS, SOUTIL AFRIGAN AIRWAYS AND TASMAN &MPIRE AIRWAYS LTB 
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and bring considerable relief to the debtor countries now co largely 
dependent upon the American market. Similarly, the fal) in 
employment over recent monins largely reflects the comparison 
with the summer period when the available labour force is 
swollen by temporary farm workers, and by students on vacation. 
And the January rise in unemployment—irom 1.9 million in 
December to probably 2.7 million at the close of January, while 
Jarger than can be explained by purely seasonal factors, certainly 
dees not indicate an approaching depression on a scale which 
would justify panic in Wal! Street or on the commodity markets. 
Unemployment was larger in February, 1948, and it is sull sub- 
stantially below the 3,000,000 level which would represent about 
five per cent of the available labour force. If Washington can 
maintain employment within reasonable distance of the present 
level for a long way ahead, there will be no serious cause for 
complaint. 
* * * 


Commodities in Decline 


None the less, it would be foolish to dismiss the possibility 
of a far emore substantial setback simply because the basic 
industries. such as steel and automobiles, and durable gocds, pro- 
ducers generally, are still very active. This week’s fresh bout of 
weakness in commodities follows several months of slowly 
declining prices. Moody’s daily index of staple commodities is 
now only 370—a level which it has not touched since 1946, and 
which compares with a high point of 460 last summer. The Dow 
Jones futures index is now only 124, against a 1948 high point 
of nearly 169. Both have been falling, with only intermittent 
rallies, for some months; they are, perhaps, the best available 
indicators of the short-term business outlook. 

Nor can the present weakness in commodities be dismissed as 
the sort of seasonal movement which occurred under more normal 
conditions in prewar times, and which showed itself exactly a year 
ago in the pronounced weakness of farm commodities. Farm 
prices have again shown some of the sharpest declines, partly on 
crop and supply prospects, partly because of storage problems, 
partly on technical grounds, but mainly because continuing weak- 
ness in industrial prices would bring a revision of the “ parity ” 
basis for price supports. But this year, the range of the decline is 
far wider; it covers leather, rubber, textiles, oil, lumber and 
building materials. Steel scrap—usually accepted as_ the 
barometer for testing the future rate of operations—is down by 
$4 a ton to $39. There are no longer buyers willing to make 
“premium bids” for the non-ferrous metals—lead, copper, and 
zinc. Industrial purchases have certainly slowed down in recent 
weeks, and if this attitude persists to the point where buyers are 
willing to watch stocks dwindle while waiting for price con- 
cessions, the downward movement could well become much more 
rapid, with cumulative reactions. 

There is, in fact, an essential difference between 1948 and 1949, 
even when full allowance is made for the fact that there is no 
longer an open breach between Congress and the executive branch 
of government. A year ago, the pace of business expenditures 
for new plant and equipment was still rising, and there was still 
a heavy—though diminishing—“ backlog” of consumer needs. 
Higher government expenditures on defence, European recovery 
apprepriations, and tax concessions all combined to encourage 
yet another wave of forward buying, and to sustain organised 
Jabour in its bid for still higher wage rates. This year, no similar 


US Business Bulletin, a publication of The 
Economist Intelligence Unit, provides a fortnightly 
digest and analysis of business and economic 
conditions in the United States, It is designed 
for those who need to be well-informed on American 
economic affairs, but who can afford neither the 
time to sead American publications nor the 


dollars to buy them. 
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stimulus is in sight, and although the Federal government=may 
well return quite rapidly to “ deficit finance” and to the Prome- 
tion of public works, it will be pulling against trends jn qh 
private sector, rather than swelling the flood of private expend. 
tures. The government would certainly move quickly to aver 
depression, and it would in any case be wrong to assume that the 
buoyancy of postwar demand has gone. But the process of stimy. 
lation needs very careful timing, and the weigh: of evidence today 
suggests that industrial output, employment, and incomes will be 
lower in 1949 than i 1948. 


* * * 


Mr Acheson’s First Hurdles 


The Hearst press, through its European manager, Mr Kings- 
bury Smith, has provided the new Secretary of State with an 
early opportunity of showing how groundless were the suspicions 
that he would be likely to appease Russia or to by pass the 
United Nations. It has not gone unnoticed in the United States 
that the virulently anti-Soviet Hearst organisation, which sees a 
Communist in every government department, has not disdained 
to act, for once, as an instrument of Russian propaganda and 
to throw temptation in Mr Acheson’s way. Nor is it incon 
ceivable that the Russians may have been led, by these very 
insinuations, to imagine that, with Mr Marshall gone, they might 
be more successful in finding a soft spot. The dove of peace 
might have returned, if not with a Truman, with a Vinson in 
its talons. 

Mr Acheson, however, welcomed his second press conference 
as an Opportunity to dissect Mr Stalin’s “ peace offer” with an 
authority, brilliance and informativeness new at the State Depart- 
ment. The contrast with the chattiness of Mr Byrnes and the 
silences of Mr Marshall, his two predecessors, has been welcomed 
in Washington. The decisiveness with which both Mr Truman 
and Mr Acheson repudiated the idea of a bilateral agreement 
with Russia on issues of importance to other countries also showed 
a new sensitivity to European reactions. 

Such criticism as there has been of Mr Acheson’s surgical 
skill has taken the line that no patient would twice invite sucha 
major operation. But such doubts are expressed by those under 
no suspicion of cherishing a desire to appease Russia, The 
subsequent announcement that Mr Truman did not mean to rule 
out further meetings of the Council of Foreign Ministers is a 
reassurance that the door is still open. If the Russians hoped, 
however, to embarrass the negotiations for the Atlantic Pact by 
resurrecting a “peace party” in the United States, they art 
likely to be disappointed. Not even Mr Wallace has risen to this 
“hook without bait.” This may be due to a subsiding fear of 
imminent war, as well as to clearer understanding that the 
Russians must offer deeds as well as phrases. The suggestion 
from Mr Bohlen, the State Department’s Russian expert, that 
while a fundamental agreement between Russia and the West 
may stil] be out of reach, progress might be made toward limited, 
practical ends, has stimulated new interest in the questions on 
which agreement may be feasible. 


* 


Mr Acheson’s first major test, however, lies in the negotiation 
of the Atlantic Pact. His meeting last week with Senator Connally 
and Senator Vandenberg shows he is not making the mistake of 
imagining that the new democratic majorities in Congress have 
rendered a bipartisan approach unnecessary. The House has failed 
to secure the submission of the Pact in the form of a resolution 
(which would require a majority in both Houses rather than the 
two-thirds majority in the Senate needed for a Treaty), but will 
have its chance to vote on any appropriations required for military 
aid. The Senate Republicans, however, insist they will cor 
operate only if they are consulted in fact as well as in form; 
and the need for more information about the substance 
implications of the negotiations is widely felt. Mr Lippmann 
believes it would be a fatal mistake to include Germany and the 
Scandinavian Powers in what should be a defensive, and not 4 
provocative, coalition, Senators Knowland and Lodge, both 
Republicans who expect to support the Pact, want assurances that 
Europe will really fight if it comes to the pinch, and regard it 
as unthinkable that military secrets should be shared with cout 
tries such as France, which include Communists in their gover! 
ment. Anxieties of another order are expressed by the Washing 
ton Post, which fears that, with the acceptance of the Patt, 
military considerations, influence and priorities may submerge 
civilian control and hamper economic reconstruction. na 
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THE WORLD OVERSEAS 





The Chet: People’s Democracy 


(From Our Prague Correspondent) 


LMOST a year has now elapsed since the Communist revolu- 
A tion in Czechoslovakia last February. The moment is there- 
fore fitting to evaluate its progress. As to what happened in 
Prague after February 18th last yap Mr Heidrich, the able per- 
manent head of the Czechoslovak Foreign Office, whose dramatic 
disappearance just before Christmas was a nine-days’ wonder in 
Prague, has made it clear in Washington that President Benes 
was in no condition to cope with any crisis, let alone one which 
had in the background the formidable figure of Mr Zorin, the 
Soviet Ambassador. He had already suffered two strokes and 
could no longer concentrate. Hence the ease with which the 
revolution was accomplished. Mr Heidrich appears to suggest 
thai the Soviet Union would not have felt strong enough to 
intervene if resistance had been offered. This confirms the 
impression of those less close than he to the centre of the scene: 
that the revolution succeeded mainly because the Communists 
and the Soviet Union had established a reputation for meaning 
business, whereas the West was believed to be in much the 
same psychological state of ineffectiveness as it was at the time 
Hitler’s troops went into the Ruhr. 

Mr Heidrich’s departure from Czechoslovakia was followed by 
yet another purge of the Foreign Office—the latest of several since 
the revolution. Elsewhere, of course, “ purging” is in progress 
all the time, though re-trials of alleged collaborators with the 
Germans really came to an end on December 31st. According 
to Dr Cepicka, the Minister of Justice, altogether 15,000 persons 
who had escaped “ too lightly,” or altogether, while Dr Drtina was 
in charge of the ministry, had their cases “ revised” during the 
year. In addition not a day passes without the announcement 
either of some new “ plot,” or of sentences in respect of an old 
one. Very often there are both, 

Just now the principal purge is going on among the students. 
Officially the object is to bring down their numbers to more 
reasonable proport‘ons—there are, or were, some 49,000 students 
in universities and technical colleges when the Communists took 
charge. It is officially desired to reduce this number by some 
§,000 until more professors and teachers are available ; there 
are of course fewer of both than there used to be and the pro- 
portion of teachers to students is said by Ministry of Educat‘on 
Officials to be 1:30. In the technical faculties, such as medicine 
and chemistry, there is evidence that the purge is being carried 
out on strictly educational lines, and backward students are being 
¢liminated almost without regard to their politics. Elsewhere—as 
for example in philosophical, commercial engineering, legal and 
other non-technical departments—non-Communists ate evidently 
no longer wanted. 

In the sphere of industry the transformation to a Marxist 
economy is now well on the way to completion. In most of the 
larger factories, control was, of course, obtained during the first 
tevolution in May, 1945. Since February, the smailer concerns 
have been nationalised as well as the wholesale trade, all 
foreign trade and most of the hotels. The Government claims 
that 95 per cent of industrial production has now been nationalised 
and, indeed, only the artisan class is still left outside the net. 

of the luckier of the former owners have been taken on as 
hands in their old businesses, but most of them are kicking their 
heels, or cooling them in gaol, or Eyve fled the country. The 
vernment’s intentions. towards the artisans are mot yet clear 
and they may be left alone for the time being. But the smail 
shopkeepers are already on the way out. No shopkeeper is entitled 
to clothing coupons nor are his children. The luckier ones are 
People like butchers, whose trade is a specialist one, or those 
selling goods which have not hitherto been rationed. 


Disillusioned Farmers 


_ In agriculture things have moved more slowly, but there are 
indications that collectivisation is mow. number one on the 
Goverament’s fist of priorities. In January a new system. of 
Contracts was introduced by which quotas will henceforth be 
fixed by groups instead of with each individual farmer. The 


Government evidently hopes not only to accustom the farming 
community to communal activities, but also to set the “ poor” and 
“medium” farmers against the “rich” ones when dividing up 
the collective quota among the individuals concerned. It will 
be interesting to see if the plan succeeds. At present the indica- 
tions point to much disillusionment among al! farmers—* poor ” 
and “medium” as well as “rich.” The present shortage’ of farm 
products is to a large extent due to the farming community’s 
mistrust of the Governmeni’s intentions. This is no doubt the 
reason the Government has again bought 300,000 tons of Soviet 
grain, in spite of a bumper home crop last summer, The 
Government evidently does not intend to be caught short in this 
essential commodity, either because of another drought like the 
one in 1947 or because the farmers start large-scale sabotage. 

Due primarily to the drought, agriculture fell far behind its 
target for the Two-Year Plan, the triumphant conclusion of which 
in the indusirial sphere passed almost unsung by the capitalist 
press, to the great indignation of the Czechoslovak newspapers. 
According to the final official statistics the plan was fulfilled on 
its industrial side to the extent of 101.5 per cent. Just what 
this means nobody outside official circles really knows. The 
target was an all-round increase of fo per cent over the output 
of 1937. But it is obvious to anyone with eyes that there has 
been a decrease in the supply of most kinds of consumer goods, 
so official panegyrics about the success of the plan leave the 
consumer cold. 


Success in Foreign Trade 


On the other hand, the Government can legitimately claim a 
considerable success in having reduced the adverse balance of 
foreign trade from 4,800 million Kes in April to 68 million 
Kes at the end of the year. It is possible that the official figures 
are based on the issue of export licences rather than on actual 
exports, but even so the fall is remarkable, all the more so as 
rumours of unemployment and short time have been current 
since the autumn. Officially, of course, there is no unemployment, 
but the claim in any case ignores the existence of the many 
thousands of people who have been purged and who may no 
longer be employed in any national enterprises. 

Even before the Two-Year Plan was dead, the Government, 
adhering unconsciously to a fine old royalist tradition, began 
to hail its successor—the Five-Year Plan. Plan II, like Plan I, 
is devoted primarily to the output of capital goods, and the 
Czech consumer, noting that five and two make seven, has likened 
them ruefully to the lean years of the Bible. A rumour has been 
current for some time that President Gottwald was asked to sign 
a decree, authorising ail houses and flats to be searched for 
“superfluous ” food and clothing, and that when he refused he 
was put under “house arrest.” There is no evidence to show 
whether the report is true or false, but there is no doubt that it 
has added to President Gottwald’s popularity, which had previ- 
ously fallen almost to vanishing point. Indeed, some think the 
report was put into circulation for that reason. But whatever the 
President has gained, the Government has lost. 

The Government has been losing popularity steadily throughout 
the year. It has been forced, largely through circumstances out- 
side its control, to reduce real wages. The food ration, though 
better than six months ago, and steadily if slowly improving, is 
still worse than it was when the Cemmunists took charge. In 
spite of the recent intreduction of the so-called “ free ” market, 
the supply of textiles is certainly no greater than in 1947. The 
press, though officially it is claimed to be freer than in capitalist 
couatries, is free only to express the official viewooint ; and though 
Czechoslovakia has adhered to the Siatute cf Human Rights the 
only one of the famous four freedoms which is honoured to any 
degree is freedom of religion. On this po‘nt a clash is impending 
between the Communist State and the Catholic. Church, which 
has already lost all of its estates and most of its schools. So far, 
however, both sides have been resorting to delaying tactics, but 
‘the Church’s apposition to the Government has considerably 
increased its prestige. ee 
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Meanwhile a new legal order is in the making and the old 


liberalist system of the First’ Republic is fast disappearing. Ther 


period between arrest and trial is increasing. There is a new 
and much more drastic law “for the defence of the Republic.” 
Lay judges now sit alongside professional ones.and both have 
been sent to school to learn what marxist and “ people’s demo- 
cratic ” justice mean. There are no longer any provincial courts, 
because the old historic provinces of Bohemia and Moravia have 
disappeared and their place has been taken by “districts ” or 
counties. While advocacy is still permitted in the courts, the 
fees are paid not direct to the lawyer but into a special fund, 
from which the lawyers are remunerated according to the amount 
of work they are scheduled as having done. All lawyers must also 
be registered with the committee of the district to which they have 
been assigned, and it is this District Committee which sends 
them their clients. As about half the lawyers in the country have 
fallen from official grace for political reasons it may be gathered 
that those who are left are both overworked and thoroughly 
disgruntled. 


The same is true of doctors, except that there are so few of 
them that their political views have so far not resulted in their 
being forbidden to practise. But they have been subjected to 
restrictions which they regard with distaste, and to regulations 
which offend against their professional judgment. The new 
insurance system which was brought into operation last autumn 
has meant a good deal more work and insufficient monetary reward 
—a fact for which the previous regime must share the blame, as 
the new system was practically agreed before the February revo- 
lution. An overworked surgeon complained the other day that 
he was expected to pass his patients off the operating line at the 
rate of one every two minutes, and added that he must remove 
eight appendices to earn the price of one decent tie. He may 
have been exaggerating, but not much. Another problem the 
“panel” doctor has to face is that his worker patients sometimes 
get annoyed if he refuses to sign their certificates exempting them 
from work, and threaten to denounce him as an “enemy of the 
people.” Mr Zapotocky, the Prime Minister, waxed very bitter 
on this subject last summer but there is no reason to believe his 
words had the desired effect, 


Absenteeism in industry is one of the Government’s greatest 
worries and the past year has seen many attempts to reduce it. 
Competitions have been introduced, Incentives, including free 
holidays and special permits to buy goods in short supply, have 
been offered. Piece work has been substituted for flat-rate wages 
wherever possible, and heavy penalties have been imposed on 
malingerers. These measures have no doubt had some effect but 
individual output is still unsatisfactory, particularly in the coal- 
mining industry. 

Meanwhile, however, the Government has dug itself in so 
firmly since the February Revolution that it would need another 
revolution to push it out. Last February the Army command 
was mainly pro-Benes and anti-Communist. The police, though 
Communist-led, was by no means Communist at heart. Almost 
all of last year’s senior officers have now gone. A great many 
have been purged. Some have been pensioned and some have 
escaped abroad. Steps have also been taken to make sure of the 
police which, according to Mr Heidrich, is now under Soviet 
control at the top. The civilian works militia, which was the 
spearhead of the February revolution, is even more to be reckoned 
with today than it was then. In such circumstances the Govern- 
ment does not seem to need to court popularity and is certainly 
not doing so. As yet there is no potential Tito in the offing and 
no General Monk either. For the present, therefore, the Czechs 
are bearing things as best they may, and even managing to grin 
in the process. As the Government has al] the trumps in its 
hands most Czechs place their hope of rescue on developments 
elsewhere, and they are watching the thrust and parry of the Great 
Powers with mingled hope and apprehension. 


Slow Progress in Malaya 


[FROM OUR SINGAPORE CORRESPONDENT] 


Wuen the Communist insurrection began last June, no one 
thought that its suppression would be a shs:: or easy task. 
Nevertheless, progress to date has been disappointingly slow and 
the end is still not yet in sight: It is, of course, an exceptionally 
difficult problem, all the natural advantages being on the side 
of the terrorists. ugh the number of bandits killed remains 
constant (155 in the past three months compared with 149 in the 
preceding three months), the Army claims that the graph of 
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incidents, which reached a peak in November, is showing 
steady ‘decline. Yet there have been’ several unpleasant 

of recent weeks, in-one of which twelve out of thirteen occupanys 
of a truck were killed, and the improvement has not been 
apparent. to. the general public. Planters and tin-miners 
country are still living under conditions of great nervous strain 
and many-of them feel that the situation is deteriorating. Nothi 
irritates these: men more than the optimistic assurances which 
continue to emanate at regular intervals from high civil and 
military sources in Malaya and London. 


The Straits Times, which has been critical of this com. 
placent tone, is pressing for more troops to be sent to Mala 
The senior military commanders feel that the remedy lies less in 
the provision of more troops than in a more resolute and o- 
operative attitude on the part of the Chinese population. So far 
there is no sign of the Goverament obtaining this co-operation, 
nor is it likely to be forthcoming until the police and the Amy 
can give more security to the Chinese in the remoter vi 
and settlements. The police force has been expanded by 2,250 
men since June, but it takes time to train these regular police 
on whom village security chiefly devolves. The special constables 
and auxiliary police, who are responsible for the defence of the 
estates and mines, now number more than §0,000, nearly all 
Malays. 


No Surrender Terms Yet 


The campaign is developing into a long, slow endurance test. 
The material reserves of the terrorists are not unlimited. They 
are estimated to be expending ammunition at the rate of 200 
rounds a day. They have neither halted production nor seriously 
interfered with communications. They are ceaselessly harried 
by the security forces. Cases of weakened morale in certain areas 
and certain individuals have come to light, but the point has not 
yet been reached when surrender terms could be promulgated 
with any hope of profitable results. The Government feels that 
at the present stage they would be unproductive and would 
probably be interpreted as a sign of weakness. 


There is some evidence, still somewhat fragmentary, that the 
terrorists in some of the west coast states are gathering in large 
groups and shifting to the wilder, remoter parts of central and 
eastern Malaya and the Malaya-Siam border, leaving just a few 
killer squads behind to keep the pot boiling. During the past few 
days our patrols have bumped into large bodies carrying supplies 
and apparently engaged on a long march. If this movement 


proves to be widespread, it will indeed be a step on the road 
to victory. 


It is possible that the Communists are returning to one of their 
original objectives, in which they were frustrated in the early 
stages of the rising, of seizing and trying to hold an area and 
proclaiming it a “liberated area.” The obvious area for such an 
attempt is the wild and rugged country just north of the Siamese 
Border. The Siamese by themselves would have great difficulty 
in breaking up any large concentrations and some sort of joint 
operations would be necessary. Military liaison with the Siamese 
authorities is now first class and there is much less distrust than 
there was six months ago. The Patani question, which was the 
great stumbling block in our relations with the Siamese and with 
which a number of emigrés in Kota Bahru were undoubtedly 
closely connected, is dying down, and there have been some cases 


recently of Patani Malay guerrilla bands voluntarily surrendering 
to the Siamese authorities. 


Half a Million Squatters 


Under some new emergency regulations promulgated on 
January 10th the Government is at long last tackling the squatters 
in earnest. There are estimated to be about half a million 
Squatters in Malaya: Chinese settlers living in wooden shacks, 
sometimes on the outskirts of the towns, often on the jungle 
fringes in remote areas. The problem they presented exi 
before the war, but it was enormously aggravated by the Japanese 
occupation. Many Chinese migrated to these outlying settle 
ments, partly to avoid the Japanese and the rigours of town life, 
partly to grow more food, and partly to be able to help the 
anti-Japanese guerrillas. Economically they have served as 4 
useful subsidiary source of food and as a reservoir of cas 
labour, but they have also been the terrorists’ main source 
recruits and supplies. ‘These squatter areas, virtually without 
administration, have got to be brought under proper administra 
tion if the insurrection is to be quelled. During the past two 
weeks some notoriously bad séttlements have been dealt with 
by the security forces and ‘the populations moved en bloc 0 
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BEA takes you there 


fo this year’s holiday. Plan now to fly to Europe. Whether 
you are interested in cathedrals, or wines, or foods, in shores 
er cities—or just in plain sunshine—all these fascinations are 
only a few hours away by BEA, YOU CAN BOOK NOW. 
Do it comfortably, before the rush begins. Reservations and 
enquiries from BEA, Dorland Hall, Regent Street, London, 
§.W.1 (Gerrard 9833), or Principal Travel Agents (no booking fee). 
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CHATWOOD 


for protection against 


fire and thief 


SAFES, STRONGROOMS AND ALL SECURITY EQUIPMENT, SAFE 
DEPOSIT INSTALLATIONS, FIREPROOF OFFICE EQUIPMENT 


THE CHATWOOD SAFE & ENGINEERING COMPANY LTD. 
SHREWSBURY 


Agents for Eire: T, & C. Martin, Ltd. 
D'Olier House 21-24 D’Olier Street, Dublin, C.5 
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2 OZ AIRTIGHT TIN 8/10 
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BANA-LISERANCE 
UMTS | 


T= investor in Bank-Insurance Units 





secures a freely marketable investment 

spread over 50 high-grade equities, 

the Trust Fund being made up as follows: 

Insurance companies P, we BT 

Dominion, Colonial & O’seas banks 28% 
Home banks , 23% 


0 
Discount companies «i eee nT 
& Trustee securities eb 5 ease 


In recent years there has been a steady 
upward trend in the distributions paid on 
Bank-Insurance Units, and the Managers 
consider that the distributions for | the 
coming year will be maintained. 


Offer price, 8th Feb. 22/-.. Yield (con- 
servatively calculated on met cost which 
includes commission and 2% Gov't Stamp 
Duty), £3/6/2°%, subject to reduced rate of 
tax allowing for D.L.T. relief. 


Units can be freely bought and sold at 
quoted net prices (and information ob- 
tained) through any Stockbroker or Bank. 


TRUSTEES : 
MIDLAND BANK EXECUTOR & TRUSTEE CO. LTD. 


MANAGERS : 


“BANK INSURANCE TRUST CORPORATION LTD., © 


30 CORNHILL, LONDON, E:C.3. 


a 


1H 
D 


E 
= 
4 
= 
fs 
a 
= 
= 
3 
s 
z 
# 
A 
z 















shennan, Ze MNS Ps HEROIN ROE MLL AL, PLES AERO A LGIOM 
nikal at chao eS RON Li ye Sa i AN PRE Di 


Fp AR RE IN Ta LS 
nei 


Pi WL i RN ANSI IME 


apg PR a NR MOR Nie cee a IE OD NPR AITO PE RY SALES HOSA GAD SNR 
mee ie th ita ai, emia erg eR i: a a ean A iy FN onl 
SO TINO INTEL INOII I ERENT Ee I A a AS Ratti Ee 
Dla ASS aie Nile Sai cinder beth acs ie aey 
&: 


pe 
2 hese ptacny eee mete ney 


OR Sit KI, 


ae AS TEE EID AE A Ef NG MCS 


areanter 
PE Re Ae PBI 0 


Aili canteen ene mtr 


Le 


9p NN ate pte ents ts 


Ph esas 


er ots t 
BE ee a REO EE ROME: Se REE MRO FE 


pe RY IETS ” 
str ¥ 
i big? angrier SS: 3 
shower y he sh rex neoar ¥ 





. 


a 


ee 


299 


prepared camps. (It was significant that hardly any young men 
were caught in these round-ups.) The inhabitants have then 
been vetted and the undesirables repatriated to China. To date, 
1,141 "persons from these settlements have been detained, 216 
compulsorily repatriated and 338 repatriated at their own request. 
No one is repatriated who has claims to federal citizenship. 

It is a drastic policy, perhaps, but everyone was agreed that 
something had to be done, The authorities are trying to carry 
it out with a minimum of hardship to the people concerned. 
In other parts of Malaya the problem is being solved by moving 
squatters to more suitable areas and by strengthening the adminis- 
tration in existing areas. The policy of compulsory repatriation 
has met with no opposition from Chinese leaders in the Legis- 
lative Council nor from the Chinese Government representatives, 
and it is reported that many of the squatters are quite content 
to return to China. A few critics have said that such drastic 
measures only drive people to the side of the Communists. The 
Government, however, is only applying them in bad areas where 
the settlements are almost an integral part of the terrorist 
organisation. It faces great difficulties with the squatters and 
has so far only touched the fringe of them, 


World Economic 
Changes—1948 


Tuere is much optimism in the report on “ Major Economic 
Changes in 1948” prepared for the United Nations Economic 
Affairs Department to guide the Economic and Social Council, 
now meeting at Lake Success, for its discussions on the world 
economic situation. The report is able to conclude that 
“inflationary pressure is not likely to be further aggravated 
during 1949 and may even be reduced in a number of 
countries.” In general, throughout 1948 prices and wages con- 
tinued to rise and the overall inflationary pressure did not weaken 
substantially. In some countries, however, deflationary tendencies 
were beginning to appear for the first time since the war ; and 
during 1949 increased supplies of both food and consumer goods 
may be expected to mitigate those inflationary pressures which 
still exist. 

The improved food situation is described in the report as 
“perhaps the most important economic development during the 
past year and, for that matter, since the end of the war.” Excel- 
lent grain crops were reported from almost every region of the 
world during the last part of 1948, with the result that the total 
grain export surplus for 1948-49, of 38 million metric tons, is the 
largest since 1930-31, and it may well prove possible during 1949 
to improve the quality of bread, raise ration levels and relax the 
strict regulation of the use of domestic grain production. In 
November, 1948, the Food and Agriculture Organisation estimated 
that the total world production of bread grains outside the 
USSR in 1948 would be 161.4 million tons or about 14 per cent 
higher than in 1947 and about ro per cent higher than the prewar 
output. The European crops of wheat and rye are expected to 
amount to nearly 16 million tons or 45 per cent more than the 
1947 crops, although they will still be about 17 per cent below 
the prewar levels. The outlook for coarse grains in Europe is 
said to be equally favourable. In the USSR the gross grain 
harvest in 1948 is reported to have reached the 1940 level. 


Plans for More Food 


The improvement in world grain supplies is reflected in the 
changed attitude of countries towards their import requirements, 
which are now based on plans for substantially increased food 
consumption. Claims for grain imports are now expected to be 
judged, not on the basis of hunger and need, but on the effect 
of increased food supplies on general economic rehabilitation, 
on foreign exchange resources, and on the return of coarse grain 
to use as feed rather than food. In fact there would be a definite 
surplus of grains if the consumption of bread grains was kept 
at last year’s level in importing countries. 

The report, however, warns against too much optim'sm about 
permanently enlarged food supplies because much of 1948's 
improvement must be ascribed to favourable weather conditions. 
In many regions the further expansion of agricultural production 
depends not so much on an increase in the areas sown as on the 
improvement of technical efficiency by increased mechanisation 
and other means. The chief problem of 1949 is to secure 
increased supplies of farm machinery, especially tractors and 
fertilisers, none of which are as yet being produced in sufficient 
quantities to satisfy world demand, The report also points out 





THE ECONOMIST, February 12.1949 


the drastic changes which have taken place in the direction gf 
trade in foodstuffs since the war and the extent to which foog 
importing countries have become increasingly dependent on , 
small number of major food exporting countries. For instano 
during 1947/8 the United States provided 44 per cent of th 
world’s grain exports, compared with only 2 per cent during the 
years 1934 to 1938. It is not yet certain whether the increased 
dependence of food deficit countries on North America wij 
remain permanent. 


Prewar Figures Exceeded 


Turning to industrial production, the report states that dir 
the first nine months of 1948 world industrial production, exclyd. 
ing the United States, was 1o9 per cent of 1937, and 18 per cent 
above the level of the equivalent period of 1947. The bulk of this 
increase was due to expanded production in the USSR and ip 
Europe, especially in the devastated countries including Germany, 
On the whole, activity in the industrialised countries of Europe 
during the first nine months of 1948 remained at, or somewhat 
above, the level for the last quarter of 1947; and in many 
branches of industry production seemed to be reaching the limits 
of the available capacity and manpower. In the USSR produc. 
tion in 1948 was 18 per cent higher than in 1940, and 27 per cent 
higher than in 1947. In Bizonia, production, which in the last 
quarter of 1947 was 37 per cent of the 1937 level, rose to §7 per 
cent during the third quarter of 1948. 

The world supply of raw materials during 1948 seems on the 
whole to have been sufficient to meet world requirements, but 
owing to exchange difficulties some commedities could not be 
distributed to the best advantage. The world production, exclud- 
ing the USSR, of coal, lignite, oil, hydro-electric energy -and 
natural gas, during the first nine months of 1948, was 125 per cent 
of the prewar output. There was a sharp increase in the produc- 
tion of electric power and oil, in contrast with the much slower 
increase in coal production. The world production of oil in the’ 
first nine months of 1948 was 71 per cent higher than in 1937. 
The production of many other basic raw materials, such as rubber, 
fibres, and certain non-ferrous metals, of which many of the 
under-developed countries are major suppliers, continued to be 
a good deal higher than prewar levels. 

In general, the production in consumer goods industries was 
some way below the average of industry as a whole, while the 
production of investment goods continued to be some way above, 
although in the last part of 1948 there were signs of a tendency 
for industrial production to “ level off” in a number of countries. 
Despite a substantial increase in world output, steel and steel 
products were im critically short supply during 1948, and the 
supply of machinery and other products of the engineering 
industries were still far from meeting the demand. The contt- 
bution of many countries to the expansion of world productign 
was in fact hampered by the difficulty of obtaining or financing 
sufficient imports of capital equipment ; and the supply of capital 
equipment was in its turn restricted by the inability of other 


countries to obtain or finance imports of the necessary mW 
materials. 


Need for Foreign Trade 


The expansion of foreign trade is thus becoming an ,urgent 
necessity for increasing domestic production in a large number 
of countries, During the first half of 1948, world exports, exclud- 
ing the United States, were 10 per cent higher than during the 
first half of 1947, but they were only about three-quarters of th 
1937 level. If, however, Germany and Japan are also: excluded, 
the quantity of world exports in the first half of rg48 was almast 
90 per cent of the 1937 level. Since the end of the war mast 
countries have had large import surpluses and have suffered from 
incfeasing pressure on their balances of international payment. 
This pressure continued on the whole during the first half of 
1948, although it was mitigated to a certain extent by United 
States “interim aid” followed by the European Recovery P1- 
gramme. It is clear that fundamental changes in the interme 
needs of various countries due to wartime developments am 
postwar plans are causing important changes to take place both 
in the volume and composition of international trade. And until 
these changes are better understood it will become increasingy 
difficult to draw up plans to imcrease world production and inte 
national trade. The report issues a warning that the disturbancts 
in mternational economic relations reraain so pronounced, 
the problems which face countries in their efforts to attain 
equilibrium in their balances of payments remain so comp 


and various, that probably ‘no simple way out of the di 
can be found. 
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For her own bread Britain relies largely on 
imported wheat, but the world relies largely 
on Britain for its flour mills. Exports of 
British milling machinery earn large sums 
of foreign currency, and milis in many lands 
are standing advertisements for British 
engineering skill and scientific design. Henry 
Simon Ltd. built Britain’s first complete flour 
mill on the modern roller system seventy 
years ago. To-day, in nearly every country 
from Europe to India, Africa, the Far East, 
Australia, and North and South America, 
good mills have Simon machinery. Britain’s 
tourist industry gets a modest boost as well, 
for millers from all over the globe come to 
the Simon engineering works to see the 
latest developments in scientific flour milling 
—and to place their orders. 


One of many ways in which the Simon Engineering 
Group serves the fundamental needs of civilisation. 


HENRY SIMON LID z 
SIMON-CARVES LTD fj 
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William Hyde Wollaston 7°." 


tist of today, 
a laboratory without platinum apparatus would be wnthink- 
able. Yet for a hundred years after its discovery this 
valuable metal remained unused because it could not be 
worked. It was an English doctor, William Hyde 
Wollaston, who discovered that spongy platinum becomes 
malleable when strongly compressed. By using this process 
he was able to manufacture platinum apparatus, and was 
the first to do so on a commercial scale. One of a family 
of fourteen, Wollaston was born in 1766. He read 
niedicine at the University of Cambridge and practised for 
a time, but retired from the profession in 1800 to devote 
his energies to chemical research. 

As well as develeping his method of working platinum 
commercially, le did a great deal of purely academic 
research and discovered two new metals. The first was 
called palladium and the second rhodium because of the 
rose pink colour of many of its compounds, He also 
investigated the production of electricity by chemical 
means, and carricd out many experiments in optics, 
Among his inventions was that of the cryophorus— an 
instrument for showing how the temperature of water falls 
as it evaporates. Wollaston had unusually keen vision 
and steady hands, being able to write on glass with a 
diamond in a script so small that normal people could only 
read the characters through a microscope. He enjoyed a 
considerable reputation among his contemporaries for the 
accuracy of his work and his resource- 
fulness as a practical scientist. He died 
in 1828. Every piece of platinum Z 
apparatus in the laboratories. of Y@™ 
the world is a monument to the work 
of this British scientist. 
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THE BUSINESS WORLD 





The Banks and Industry 


HERE has been much discussion lately of the role of bank 

advances in industrial finance, but it has been a very 
different discussion from that to which the banking world 
became accustomed before the war. Then it was generally 
accepted that gradual changes in business organisation were 
making industry imcreasingly independent financially and 
reducing its need for finance of the kind the banks had tradi- 
tionally supplied. Now the boot seems to be on the other 
foot. Since the end of the war, and especially in the past two 
years, the total of bank advances has risen very steeply ; and 
although the curve has flattened out in recent months, there is no 
reason yet to believe that the upward momentum has exhausted 
itself. On the contrary, the bank chairmen im their annual 
statements, and many industrialists too, have given reasons for 
thinking that industry’s need for bank accommodation is likely 
to continue to grow. 

In almost every public discussion of the increase in bank 
advances, it is assumed that this is necessarily an undesirable 
development. The impression is conveyed that industrialists 
are being “driven” to their bankers ; that if they were free 
agents, they would look elsewhere. The result, it is suggested, 
is that industry, actually or prospectively, is relying “ exces- 
sively” upon the banks ; that a structure of industrial finance 
is being built up which is “ unsound ” from the poiat of view 
of individual businesses and may also be unsound for the banks ; 
and that, whether that is so or not, finance by means of bank 
advances is undesirable from a national point of view because 
it involves a supposedly inflationary creation of credit and thus 
frustrates the Chancellor’s policy of disinflation. Nobody 
would deny that there is some element of truth in these argu- 
ments. But when, as now, they are accepted (particularly in 
some Ministerial minds) almost without question, simply 
because they square with the orthodox text-book maxims, it is 
time to look a little more closely at the underlying circum- 
stances. Otherwise there will be a danger that ostensibly cor- 
rective measures will be devised which will in fact strike merely 
at symptoms while leaving the root causes untouched. In that 
case, much greater harm might be done to Britain’s industrial 
recovery than is ever likely to arise from infringement of these 
particular canons of financial orthodoxy. 

To put the matter im perspective, it is necessary to emphasise 
that industry now is not more, but very much less, dependent 
upon the banks than it was before the war—if the physical 
volume of business is taken as the criterion. The total of 
clearing bank advances, after climbing slowly during the late 
thirties to its 1929 peak of about £1,000 million, dropped by 
1943 t0 only £724 million. Last month, it stood at a little over 
£1,370 million which, on a true reckoning, is by far the biggest 
money total ever reached. But, if the advances total is dis- 
counted by the rise in the official wholesale price index during 
the past decade, it would represent only about £630 million at 
1938 values, or less than two-thirds of the actual average level of 
advances in that last prewar year, and fully £100 million below 
the dowest (unadjusted) figure of the post-1929 slump. The 
corollary of this, as an appendix to Lord Balfour of Burleigh’s 
annual statement to shareholders of Lloyds Bank recently 
showed, is that the banks are now directly financiag a much 
smaller proportion of the nation’s production than they did 
before the war. It is true that the composition of the advances 


has altered. The personal and professional business hy 
tended to take a smaller share; advances for speculatiy: 
business are ruled out and those for non-essential trade 
closely circumscribed ; and much business for commodity 
financing no longer comes to the bamks because it i 
nowadays undertaken directly by the Government unde 
bulk purchase or other contracts. On the other hand, 
there are large bank advances to Government undertakings, 
such as the British Electricity Authority and the State airlines, 
Such factors may leave private industry with a slightly larger 
share than appears from a comparison of the bare totals, but 
it is still certain that the physical volume of business involved 
is far smaller than it ever was in prewar days. The total would 
have to rise much further before any charge of “ excessive”™ de. 
pendence on bank advances could be substantiated by this test, 

Similarly, from the point of view of banking system, the 
volume of advances business, so far from approaching the point 
of strain, is still much less than has been customary in de 
past. Before 1929, when the banks worked to a much more 
standardised pattern in the disposition of their resources, ‘the 
ratio of adyances to deposits was generally well over §0 per 
cent and at times rose as high as 58 per cent. The collapse 
of international trade during the “thirties swept away that tradé 
tional proportion ; the ratio dropped at times below 40 per cent, 
and the figure of 44 per cent laboriously re-established just 
before the outbreak of war was still regarded as unnaturally low. 
By the end of the war, the ratio was down almost to one-third 
of that percentage, and even now, after four years of recond 
demands, it is still scarcely more than half—at 22.7 per cent 
This does not mean, of course, that the banks have large sar- 
pluses of funds available to meet potential demands for 
advances ; most of the remainder of their funds is lent, directly 
or indirectly, to the Government. But it does mean that, fa 
surplus became available (whether by the creation of additional 
credit or by repayments of Government indebtedness), very 
large sums Could be advanced without straining the traditional 
principles which govern the distribution of bank assets. 

Ik may be wondered, in the circumstances, why the recemt 
growth of advances has attracted so much attention. One reasoa 
is that it was not generally foreseen. Before the war the banks 
had so often been disappointed by their inability to restore the 
former importance of their advances business that they came t0 
accept the prevailing view that the so-called “ self-financing” 
tendencies in industry would involve a gradual secular decline 
When the war ended, many banks and many industrialists were 
so bemused by the glut of liquid assets: shown in compaay 
balance sheets as to suppose that the postwar revival of bank 
financing would be both moderate and gradual. It was widely 
argued that industry’s “ independence ” had been carried a long 
step further. There was never, in fact, any justification, fot 
this view. The “ liquidity ” of the early postwar balance sheets 
was always a spurious liquidity, reflecting merely the wartime 
“liquidation” of real capital assets—the runaing-down of stocks, 
the fact that much work-in-progress was still being financed by 
progress payments from the Government, the physical loss 
of war damage which had been compensated by cash payments, 
and the postpenement of normal repairs and maintenance. It 
was clear in 1945 that, even without a postwar inflation, the 
cash which had accumulaied during the war as a couaterpat-@ 
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these lost assets would not suffice to replace them. Prices bad 
risen considerably even then, yet EPT om the one hand and 
the Government's clese control over contract prices on the 
cher bad together ensured that industry, taken as a 
whoie, could not possibly have accumulated a cushion of 
yndistributed profits sufficient to make good the difierence 
between book values and replacement costs—not even when 
allowance was made for eventua! EPT refunds. Even in 194§, 
it ought to have been evident (the point was certaimly empha- 
sised in these columns) that industry’s liquidity, properly 
assessed, was less after the war than before. Eventually, 
industry was bound to need more outside capital, and the only 
question the banks and the capital market should have been 
ssking was: when would the physical possibilities of replacing 
the lost real assets overtake the insufficient supply of liquid 
assets ? 

This critical point, speaking generally, seems to have been 
reached some months ago, and reached sooner than at first 
seemed likely, because of the postwar fall in the real value of 
liquid assets. What should have been apparent in 1945 has 
been made apparent now by the postwar inflation. There is no 
need to dwell here upon the way in which its eroding effects 
upon financial capital have been intensified by the inadequacy of 
depreciation allowances to cover the replacement of fixed capital. 
But even this exacerbating influence does not explain why bank 
finance has played so important a part in filling the void. If a 
financial pressure comes suddenly upon industry, it naturally 
turns first to its bankers ; but this particular pressure, though it 
may have been realised suddenly in some instances, certainly 
did not come suddenly. Moreover, if bank advances are merely 
the first resort, they are in the normal course a revolving fund, 
constantly turning over as the temporary finance is replaced by 
permanent finance. This revolution has certainly been taking 
place, probably with increasing speed in recent months. 

But there is no reason yet to suppose that any large part of 
the recent growth of advances will prove to be merely a first 
tum in the re-financing process. On the contrary, many 
factors suggest that industrialists are reluctant to raise perma- 
nent capital on a scale proportionate to their increased needs. 
One reason is that business men always tend to come slowly to 
the recognition that there has been a permanent shift in their 
price and cost structure ; caution bids them to wait before they 
commit themselves irrevocably. This human tendency has cer- 
tainly been strongly reinforced by the political irends of the 
past three years. The vendetta against risk capital, notably the 
bonus issues tax, the profits tax, amd the 2 per cent transfer 
duty from which Government securities are exempt, has added 
very greatly to the difficulty, cost and risk of raising permanent 
capital. It is such factors as these that are “ driving ” industry 
to the banks. The inadequacy of depreciation allowances and 
the burdens of inflation partly explain the need for capital ; 
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they do not explain why it should come from the banks. 
One further facter is that the appetite ef investors would 
not in any case be sufficiently voracious to absorb at once the 
whole potential supply. The appetite has looked healthy, and 
new issues have been snapped up, only because the full potential 
has not come to market. At a time when the community is 
striving to devote the highest possible proportion of its 
resources to new capital outlays, and when the volume of 
spontaneous savings is deficient, it is barely conceivable that 
the whole demand for industrial capital could be satisfied in 
the market on terms which industrialists would be prepared to 
offer. Even if the volume of spontaneous savings was adequate, 
it is certain, in present circumstances, that part of them would 
be held in liquid form. At least that part, which is not directly 
available for lending to industry, must be supplied indirectly 
by the banks ; their deposits, whether rising or falling, will be 
larger than they would have been if the public had not insisted 
on liquidity, and the counterpart will be lent to industry. 
Unless this happens, the necessary industrial re-equipment and 
re-stocking will not proceed. This process of indirect mobilisa- 
tion of savings through the banks, it should be noted, does not 
take only the form of bank advances. In the heyday of the 
cheap money drive, a large part of the bank finance for industry 
took the form of purchases of industrial holdings of gilt-edged. 
The public would not take them up on terms which suited 
Dr Dalton ; it preferred to hold bank deposits, and so the appro- 
priate volume of additional deposits duly came into existence in 
response to the official cheaper money policy. But if at that 
time industry had already exhausted its gilt-edged holdings and 
had therefore been calling for advances on the scale, say, of 
1947, that would not have made the Daltonian extravaganza any 
the more dangerous. 

The nature of the problem ought now to be more clearly 
discernible. Though the volume of bank finance is not 
now, and is not likely to become, excessive either from the 
point of view of the banks or of industry, the type of 
finance which is mainly needed is semi-permanent or permanent 
finance. Although purist principles of the functions of bank 
advances have been, and certainly deserved to be, much watered 
down, it will be generally agreed that any large recourse to 
advances for permanent capital is not a healthy development. 
But there is very little that could or should be done by purely 
monetary action to check it. The causes lie mainly, though not 
wholly, in the fiscal and general economic policies of the present 


Government—not excluding dividend limitation, however — 


desirable that may be on other grounds. If these policies make 
industrialists reluctant to raise sufficient permanent capital 
through normal channels, and investors similarly reluctant to 
provide it, the Government of all parties has the least right to 
complain. So long as these basic factors which determine 
conditions in the capital market remain unchanged, bank 





OG KREDITKASSE 
OSLO 


Established 1848 
Every banking facihty 
ald-up Capital and Reserves - Kr. 43.000.000 












: 
) P 


a 











Export and Import 
Banking on Sweden 


SKANDINAVISKA BANKEN 






teh SAR RSIS ER 


RACE A A APSA Ng SRP SIS BE BRD SADE IS SSI BOY a 
Sine het Tr me Finite ar 


Fas REMOTE Ma BS 


ibs OPA, oe . apm 
SUNS Nae AR TEPR PERRIN TON RN ERS HITT 
sre i coer 


i ah itp eb 


Bead ae EE ae 
ci Seach soorenenigmaie 


en 
Fe 


REA T TR S 


COIN ep 


a 


ripley el as 


LP tiene ble 


Todi «issn, | 25) ina aden els odenen ae 


GP eae TL 
5 ek Saab ia Baki 36 5% 
"4 n4 ro 


Pats: 





TE ee ne th aa RRR er i, gg ing 





294 
advances must be allowed to rise to whatever level is needed 
to meet the legitimate needs of industry; the authorities 
have already gone to the limits of what is reasonable to ensure, 
by specific instructions to the banks, that only “ legitimate ” 
needs are countenanced. 

If this financing appears to involve an inflationary creation 
of credit, the real source of that inflation would lie, not in the 
industrial demands as such, but in the attempt to spread the 
limited resources of the community over too wide a range of 
objectives. It is then a question of which demands should be 
postponed ; and there are very few industrial demands which 
ought to come into that reckoning—even if it were not already 
clear that, in the recent past, industrial demands have played a 
much smaller part than Government demands in the mechanics 
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of credit expansion. The question of the adequacy of disingy. 
tion remains, in short, a general question, not one which cay 
be narrowed down to a discussion of bank advances—or eyeg jy 
that of industrial finance as a whole. If the problem of fay 
advances, and of the appropriate channels for industrial finance, 
cannot be approached on this wide basis, it cannot be solved » 
all. The most that could be done, if the object is to check the 
credit creation which flows from Government and industri 
demands combined, would be to try to persuade the public fp 
swap some of its liquid assets for securities, and thus to relieve 
the banks of some of their gilt-edged holdings. But this, in jg 
turn, raises another wide issue of policy, since it would inyoly 
some rise in interest rates, which the Government would douhp. 
less find no more palatable than the other alternatives before it 


Subsidy for Film Production ? 


we the past two years Parliamentary time and political atten- 
tion have been devoted to the British film industry in un- 
precedented measure. Government actions to see that the 
industry is protected, aided, investigated, advised and in certain 
ways controlled have followed one another in close succession. 
At the moment a Film Production (Special Loans) Bill is com- 
pleting its passage through Parliament ; the lending body which 
it is to establish as a public corporation has already started 
work as a company under Treasury control. Broad hints have 
been dropped by the President of the Board of Trade that 
informal Government persuasion may induce the banks to enter 
more readily into film finance than they have been inclined to 
do in the past year. But the banks appear to be unmoved. The 
Portal Committee is investigating film distribution and exhibi- 
tion. A Board of Trade working party is beginning an inquiry 
into production costs. The film producers, the exhibitors, the 
trade unions and the President of the Board of Trade, in various 
permutations, have been in tireless session on the various relatea 
subjects—finance, production costs, production techniques, 
redundancy—on which progress in the industry depends. 

The latest fruit of these activities is a proposal from the 
British Film Producers’ Association that a proportion of the 
receipts from Entertainments Tax on the showing of British 
films should be set aside to subsidise British film production. 
This is quite a different matter from a straightforward reduction 
of tax, for which the exhibitors have often asked. It would not 
change the price of seats at the cinema, or affect Entertainments 
Tax on the showing of American or other foreign films in any 
way. It would simply mean that the British producers would 
receive from the State, to supplement their ordinary earnings, a 
payment related to the tax taken on each of their films and 
therefore to the success of their films at the box-office. It would 
be virtually a plain subsidy. 

The remarkable thing about this proposal is that it follows 
closely on a new Films Act and on the fixing of a quota which 
afford the British film industry protection on a very high scale. 
The 45 per cent quota for first features—fixed, as the President 
of the Board of Trade said “at such a level as would provide a 
distribution outlet to all British films of reasonable quality ”— 
had the evident purpose of giving the British industry an assured 
and impregnable market. It seems necessary to ask why more 
discrimination should be wanted so soon. The quota was fixed 
as high as it could be fixed after a close calculation of the 
number of British films available for showing in the current 
quota year. Many people felt that it had been fixed too high. 
Why must there be a subsidy too? The answer, strangely 
enough, is that the subsidy is needed to enable the producers 
to make enough films to meet their quota. 

When the quota was fixed at 45 per cent in June it was fixed 
on the assumption that about go films would be available in the 
first quota year to mect it—that is, to fill 45 per cent of the 


screen time at the cinemas which work on the full quota an 
smaller percentages at cinemas which are allowed a measure 
of relief ; the average quota over the whole country amounting 
to something like 36 per cent. The number of films required 
to meet a given quota is not quite inelastic, but it is unlikely 
that the present quota can be maintained on a year’s output of 
much less than go first features without provoking audiences tp 
active dissatisfaction (the exhibitors, outside the big circuits, ar 
actively dissatisfied already). If, therefore, the quota were sety- 
ing its purpose fully, it would lead by a more or less automatic 
process to a total first-feature production programme of some. 
thing like 90 films to be made in the twelve months which end 
next autumn. This is not in fact happening. As a note in 
The Economist pointed out on January 1st, the rate of produc- 
tion of first features in 1948 was about 63 a year ; it declined 
in the later months of the year, and is declining further today. 
Of the 26 feature-film production studios in the country, 14 
are now in various degrees empty and out of use. The Govern 
ment spokesman (Lord Lucas of Chilworth) said in the Houx 
of Lords debate on the Special Loans Bill last week: 


The sad story is that today the British film industry cannot 
even satisfy that quota (the existing quota), still less exceed it 
in any progressive measure. The fact is that British film pro 
duction is carried on today at a loss, and profits are possible 
only if the production organisation is vertically linked with 
exhibition. 

It is worth while to recapitulate the basic financial facts of 
the film trade in Britain, since these are the facts on which the 
producers’ request for extraordinary help is based. The cinemas, 
which number about 4,700, have a total weekly attendance of 
more than 30 million, and the admission money paid in a yet 
amounts to £108 million. Entertainments Tax takes £38 million 
of this. After the exhibitors and the distributors have taken 
their share of the remainder, what is left—about £25 million— 
is paid to the producers of the films. But—and here is a poitt 
which needs to be borne in mind when the issue is fogged with 
extravagant claims about the success and popularity of British 
fiims—the receipts of the British producing companies amoust 
to only about £8 million ; nearly all the remainder goes to the 
American film companies as their share of the earnings of theit 
films. It is clear that the ratio of American to British film eat 
ings is more fayourable than the ratio of American to Britis 
exhibiting time. 

The argument for a subsidy runs roughly on the followiag 
lines. It is at present difficult, and growing more difficult, @ 
get finance for film production, because the producer’s receipts 
are on the average not enough to cover his expenditure. If, for 
example, ninety films are made this year (and the British Filo 
Producers’ Association has set itself to make ninety first-featutt 
films if it cam) and the level of receipts remains the same, tht 
British producers will get back an average of only £90,00 
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a film. Average costs are, however, much higher than £90,000, 
Lord Grantley, who is associated with the Rank Organisation, 
commented on this prospect in the House of Lords last week : 


But if eighty films were made at a cost of £100,000 each, I 
am afraid that they would not be very good films. On present- 
day costs it is more likely that only sixty films would be made 
with the £8,000,000 received. 

There is more than one theoretical solution to this dilemma. 
One is to cut production costs. A second would be to improve 
the British producers’ share of the £25 million at the expense 
of the American share ; this can be done only by improving the 
xceptability of British films to the audiences, and will be diffi- 
cult even to attempt unless more ample sources of finance can 
first be opened up. Thirdly, it might be possible to get more 
favourable terms from renters and exhibitors, so that the share 
of the industry’s total takings going to production would be 
increased. This, on the face of it, might be explored further, 
especially in view of the fact that over a large sector of the 
trade producing, distributing and exhibiting companies are part 
of one vertical combine. It would, of course, augment the earn- 
ings of American as well as British producers from the British 
market and would swell the American holdings of sterling. 

If these three solutions are discarded—and it must be said 
that the case for discarding them is by no means proved—only 
one remains: a subsidy out of the proceeds of the Entertain- 
ments Tax. On the lines on which it has been put forward, 
this proposal would mean that the British producing companies 
would get perhaps a third of the £12 million or so which 
their films earn for the Government in purchase tax. This 
{4,000,000 would raise their anticipated earnings for the year 
by half, and would enable them—assuming for the moment 
that they made 80 films—to spend {£150,000 on the produc- 
tion of an average film instead of £100,000, and at the same 
time to offer the backer a fair prospect of getting his money 
back. This, it is argued, would make backers more willing 


295 
to put up money, and the recovery of the industry could start. 
In considering the merits of this argument, it is as well to 
leave aside the question of whether the Entertainments Tax 
itself ought to be reduced. Entertainments Tax falls heavily 
on the filmgoer, and possibly on the film trade. Taxes on other 
forms of private enjoyment fall heavily on the consumer, too. 
But the film producers are not proposing a mere reduction of 
Entertainments Tax, since if that were done some of the benefit 
would go to the exhibitors, some would go to the American 
film companies, and only a thin residue would get back to the 
British producers. This residue would not be enough, or nearly 
enough to convince bankers that lending money for film pro- 
duction was a reasonably low risk. It would not enable average 
receipts from the British market to cover average production 
costs as they are today. It would leave the problem of establish- 
ing film production securely in Britain substantially where it is. 

This fact alone gives a measure of the extent to which the 
film industry is failing to match its task. Only a device which 
discriminates in favour of the British producer’ can—it seems— 
help. But here it is worth while to remember that the frustra- 
tion of the hopes which the industry entertained after the war 
has been largely bound up with discriminatory measures in 
Britain and abroad. British film earnings in the United States 
dwindled from the moment when Dr Dalton imposed the 75 
per cent duty on imported films. The intention was then to 
save dollars, not to discriminate—but the effect was the same, 
and American resentment ruined a promising beginning which 
had been made in the American market. Many foreign countries 
have been obliged to impose restrictions in various forms on the 
import of films ; France, for example, has imposed a licensing 
system on the “ dubbing ” of films with French speech: Oddly 
enough, this has harmed British marketing prospects in France 
probably more than American prospects, for the French 
Government decided to grant 120 licences to American films in 
the first year and 65 to all remaining countries, and it seems 
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unlikely that the British will get more than 18 of these}, 
Holland, where Mr Eric Johnston not long ago paid one of hi 
visits, the American companies have been given a quot g 
40 weeks’ exhibiting time, and all other countries share the 
remaining 12. Holland has no indigenous producing industry 
These restrictions abroad were designed to relieve shortages 
foreign currency and, in the first place, of dollars. Bit ¢. 
American film industry is more important to the Amerion 
economy than the British film industry is to the British, and; 
is not entirely surprising that American films enjoy the mo, 
powerful diplomatic support. The last blows to the Beitis, 
industry’s once promising hopes of a profitable world marke 
have been delivered since the 4§ per Cemt quota was announce 
in June. There are innumerable ways in which a bitterly hos 
American film industry (as it is at present) can make the marke. 
ing of British films abroad difficult and unprofitable. 

To some extent, past mistakes are to blame for a situation 
in which the British film producers are obliged to rely almox 
wholly on their British market for the recovery of their pro 
duction costs. The nature of those mistakes needs to be bom 
in mind when similar mistakes are being contemplated noy, 
If a subsidy is granted, at what point will the giving of 
protection and building of sheltering walls end? By wh: 
processes will the industry, once it receives this further pm 
tection, get back into a self-supporting condition ? 

Naturally the British producers, who have lately abandoned 
a great deal of the false optimism traditional to their industy 
and have been showing fresh realism about the costs and tech 
niques of production, have themselves been looking seriously 
for answers to this last question. They have done a good dal 
in the past year to reduce production costs, though it remains 
to be demonstrated that it has been done without loss of quality 
But there is still plenty of waste and extravagance waiting tok 
pruned ; the special psychology of the industry may make 
difficult to do this without settling down to the production d 
mediocre films, but it still needs to be undertaken. 

The better-known extravagances can be traced to the uppe 
strata of the industry—not merely to the salaries of celebrated 
actors (it may happen that the names of one or two actors at 
the firmest commercial asset that a film possesses) but to exit 
vagant expenditure on materials and properties, temperamemtl 


changes of programmes, the failure to plan and control the budge 


so that the two major elements in a film’s costs—time ai 
space—are economically used. New techniques such as tt 
“independent frame” method will succeed in proportion # 
they apply common-sense to these questions. 

At the other end there is waste in the use of labour, codifiet 
and formalised by a series of trade union agreements and resttic 
tive practices. This may have been in some ways exaggerate! 
—it is probably not true that the unions are set in any unoot 
promising way against new techniques of production—but 2 
other ways its true extent may be greater than even the prod 
cers themselves realise ; regulations for extra time which eu 
be borne only by a wealthy industry, and demarcation formul 
which would be in place in a big engineering shop but# 
foolish in a film unit, have become habitual and accepted. The 
are onerous where the producer or his company is disliked by 
the technicians and workmen, and less onerous where labou 
relations are conducted with skill. The industry needs to las 
better labour relations, but the unions too need to learn ti! 
they are not in a wealthy industry but in a poor one—poat # 
capital and poor, compared with the great British export 
industries, in accumulated goodwill in the world 
which cannot afford waste and ought not to be protectel fe 
ever. These lessons have only begun to penetrate ; when tk) 
penetrate farther, the industry’s real talents will be bel 
deployed and less costly to use. It may be a hard lesson. mM 
reason has been shown for supposing that a subsidy a 
moment would do more than delay the learning of it 
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Business Notes 


Markets and Wall Street 


The level of equity prices in London Stock Markets, long 
regarded as rather vulnerable, has this week been tested by the 
response to a Sharp break in security and commodity prices in 
the American markets and to the revival of discussion in New 
York about the possibility of a major slump in American business. 
These trans-Atlantic fears, precipitated by the sudden weakness 
of grain and certain commodity prices at the week-end, produced 
‘giall, spread over several days, of some six points in the Dow Jones 
index of industrials and a similar, but proportionately steeper, 
slump in the commodity index, In view of the sharpness of these 
movements, London markets seem to have come through the test 
rather well, for to the trans-Atlantic influences must be added 
the uncertainties of the coming Budget and the pressures of the 
tax collectors at this season of the year. The tone in London 
markets on Monday was, indeed, a good deal weaker than for some 
considerable time, and on that day the industrial share index of 
the Financial Times dropped by 0.7 to 121.5. In some directions, 
of course, the weakness was much more pronounced, noticeably 
in commodity shares, and particularly Rhodesian Coppers. But 
on Tuesday, despite the continuing slide in American markets 
overnight, the tone was rather steadier. Over the week, indeed, 
the net fall in the industrial index is rather less than 14 points, 
which in the circumstances must be rated as a distinctly moderate 
movement. 

The future of gilt-edged is still regarded as something of a 
conundrum, because of the impossibility of knowing how the 
authorities will resolve the conflict between the need to reinforce 
disinflation and prevent excessive credit expansion on the one 
hand and their presumed desire to prepare for the Gas Issue 
and for refinancing operations on the other hand. Notwithstand- 
ing these doubts, the market has held firm, Indeed, the long 
and medium dated issues actually show further small gains on 
the week, but the money market stocks, though firmer in tone, 
have not recovered the fractional falls sustained on Monday. For 
the immediate future, the main question seems to be whether 
the gilt-edged market can hold its ground after the implications 
of the new Supplementary Estimates have been fully appraised. 


* * * 


Lord Linlithgow on Monetary Policy 


Twelve months ago Lord Linlithgow’s annual statement to 
the shareholders of the Midland Bank was notable for the contrast 
between his views and those of his fellow bank chairmen, especially 
on the question of the role which financial policy could play in 
the struggle to restore Britain’s economy to equilibrium. He also 
looked with much more kindly eyes upon the economic policies 
of the early postwar years, and was much less shocked than the 
other bankers by Britain’s economic experiences in 1947. His 
Statement this year presents no such contrasts. The Midland’s 
tradition of being so often the “odd man out” is sustained this 
time by a mere formality—by the fact that, alone among the banks, 
it preferred to withheld publication of the chairman’s statement 
until the eve of the annual meeting. Lord Linlithgow’s judgment 
upon economic trends and problenrs now closely parallels that 
of the City as a whole. Because “the very first requirement for 
lasting health in the economic system is a sound currency” he 
applauds the disinflationary policy ; but he is obviously far from 
sure that the dose of disinflation has been sufficient. With 
characteristic caution, he concludes that there is “a probability 
that, for the time being at least, inflationary forces have been 
brought under more effective restraint.” But, like other bankers, 
Lord Linlithgow now is obviously rather concerned at the con- 
tinuing expansion of bank deposits, pointing out, as has frequently 

done in these columns, that the recent credit creation has 
been attributable rather to the requirements of government finance 
to the expansion in bank advances. On this last question, 
Lord Linlithgow is careful to emphasise. that “the banks, 
supported by the express desires of the Treasury, have conducted 
their lending operations with the greatest care to guard against 
the use of credit for unhealthy inflationary purposes.” 
e change in Lord. Linlithgow’s attitude, by contrast with 
t year, is perhaps most strongly shown in his strictures on 
the Special Contribution and his references to the earlier Daltonian 
ive for cheaper money. After pointing out that the Special 
tribution, since it is in fact being paid cut of capital, can 
exert no real counter-inflationary effect, he comments that. this 
Particular proposal was “an unhappy blemish” in last year’s 


Budget. Although a large part of the speech is devoted to an 
analysis of monetary uwends and policies, Lord Linlithgow con- 
tends tha. the problems cf operating “ an over-stretched economy,” 
which is the real source of the inflationary pressure, have not arisen, 
10 any significant extent, from mistakes or omissions in the 
monetary sphere. Buta discreetly veiled criticism of Dr Dalton’s 
policies admits that “some of the measures adopted, after the 
war, to lower the yield of Government securities, provoked 
manifestations of an inflationary condition which might well have 
been avoided.” Many people may feel that to be an understate- 
ment; but, coming irom the Midland Bank, it. is. a. notable 
admission, 


* * * 


South Africa’s Gold 


The mounting tide of rumours that South Africa would 
devalue or seek some other way of helping the gold industry 
has compelled Mr Havenga; the South African Finance Minister, 
to make a public statement putting the facts behind these rumours 
in their correct perspective, The first definite fact which emerges 
from this statement is that there is to be no unilateral devaluation 
of the South African pound which, he pointed out, “ is stronger 
than most other currencies.” Mr Havenga, however, went on to 
point to the vital necessity for international action “ to eliminate 
the disequilibrium, between gold and commodities” and added 
that it was the task of the International Monetary Fund to estab- 
lish a reasonable parity between gold and paper currencies. 
South Africa, therefore, looks to the Fund for initiative which 
will lead to a wotld-wide devaluation of currencies in terms of 
gold, a move which, from the point of view of South Africa and 
other gold producing countries, would certainly fulfil the most 
optimistic expectations. 

The lack of real confidence in the likelihood of such a move is, 
however, indicated in the second and more positive revelation 
in Mr Havenga’s statement. This was to the effect that the 
Union Government had undertaken to sell a total of 100,000 fine 
ounces of gold per week at $38.20 per ounce over a period of 
eight weeks to a London house of bullion brokers. The gold is 
being alloyed to a 22-carat fineness and is being sold in the form 
of sheet, as processed gold intended for industrial purposes. 
Payment for the gold is being made in dollars. This transaction 
obviously rais¢s issues of considerable importance and delicacy. 
It has been carefully defined by the South African authorities as 
an “experimental ” operation, and though it is the intention to 
continue it after the initial 100,000 ounces have been sold, no 
specific arrangements have yet been made for further sales. South 
Africa is in fact waiting with bated breath for the reaction from 
the International Monetary Fund—to say nothing of the Bank of 
England. Mr Havenga has pointed out that the rules of the 
Fund preclude any international. dealings in monetary gold at 
more than the parity prices, but that, since the operation arranged 
through the London bullion market is for gold intended for indus- 
trial purposes, the matter falls outside the purview of the Fund. 
In this contention Mr Havenga is perfectly correct. But it 
remains to be shown whether the line of demarcation which he 
draws between industrial and monetary gold transactions can in 
effect be said to apply to these experimental operations. 


* * * 


Attitude of the I.M.F. 


It will be recalled that towards the end of 1947 a substantial 
traffic in so-called processed sheet gold took place between Britain 
and the United States. Substantial quantities of gold were then 
sold to the United States at well above the parity price. The 
commercial masquerade of this transaction was extremely thin. 
The sheets provided an admirable medium for hoarding, and 
the traffic was soon brought to an end as a result of remonstrances 
brought to bear on the operators in London through the 
authorities in Washington and London. Since the 100,000 
ounces of South African’ gold now being bought at $38.20— 
equal to a premium of about 10 per cent on the parity—are intended 
for sale in the Middle and Far East, it may be presumed that no 
more than a smal] proportion will in fact go into jewellery, tooth 
cavities and the other customary “industrial” uses. The Inter- 
national Monetary Fund has been duly advised of the operation 
by the South African Government. Its verdict should not be 
long in coming. 
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Anticipating the difficulties on this subject, the South African 
Government has decided for the time being to keep in a,special 
account the proceeds of the premium on these gold sales and 
to leave in abeyance the problem of distributing them to ihe 
gold mining industry. The amount involved is in any case 
small. The experimental sales of 12,500 ounces a week represent 
about one-tenth of the current production in South Africa. If 
continued on the same scale and at the samé price the premium 
on such sales would amount to approximately £520,000 a year, 
part of which would presumably be liable to taxation and from 
which must be deducted the cost of alloying. It is hardly 
surprising, therefore, that the Kaffir market should have given 
no enthusiastic welcome to this news, The categorical denial 
of South African devaluation rumours has had no more effect 
than to quieten the effervescence of the market which became 
apparent last week. Seen from London, devaluation of the South 
African pound was in any case a questionable “bull posnt.” 
Had the South African pound been devalued unilaterally, there 
would by and large have been no benefit to British shareholders 
unless the increase in remitted profits or dividends had been 
greater than the new discount that would have been established 
on the South African pound in terms of sterling. The signifi- 
cance of the past week’s developments is, however, to be found 
in the open acknowledgment they imply that drastic measures 
must be taken to save the gold industry in South Africa—and it 
applies to other producing countries equally—from the grinding 
pressure of mounting costs and of fixed selling price. If this 
experiment fails others will follow. 


Trade and Industry 


Export Achievement Maintained 


The year has started well for exports, for the January figures 
have attained new records both in value and volume. Exports 
for the month are provisionally put at £159 million, 8 per cent 
higher than the previous record in November. The volume of 
exports is believed to be nearly 60 per cent above the level of 
1938, compared with an increase of 47 per cent for the last 
quarter of the year and 49 per cent for November. Mr Harold 
Wilson informed Parliament last Tuesday that these records were 
attained although the January figures were badly affected by the 
Christmas holidays. 

Unfortunately, it is a chastening fact that imports also reached 
a new record at £187 million, some £1,600,000 more than in July 
last—the previous peak month—and £8,600,000 higher than in 
December. But since the increase in imports was less than the 
rise in exports, the gross visible trade deficit was reduced from 
£261 millon in December to under £23$ million in January. 
This was the fifth consecutive month to show a decline in the 
visible trade deficit, and the January figure was, moreover, the 
smallest since July, 1946. 


* * * 


Exemptions from the Steel Bill 


An announcement by the Ministry of Supply last week made 
it clear that at least four companies which had segregated their 
iron and steel producing undertakings from their other activities 
before the Iron and Steel Bill was tabled will not have to go 
through the difficulties of “hiving off.’ They are Guest, Keen 
and Nettlefolds Limited, its subsidiary John Lysaght Limited, 
the Lilleshall Company, and the Staveley Coal and Iron Company. 
These four had transferred their scheduled *activities to subsidiary 
companies before the Bill was tabled ; therefore the parent com- 
panies are to be removed from the schedule, and the iron- and 
steelmaking subsidiaries will be acquired instead.. When the 
Minister of Supply referred to their case in the second reading 
debate on the Bill on November 18th he mentioned three others 
too as possibly falling into the same category—Firth Brown, 
Hadfields, and Barrow Haematite Steel. No announcement has 
been made about these three companies ; presumably the Minister 
has still to decide whether their internal reorganisation had gone 
far enough by October 29th, 

_ Companies which took these steps in advance secured, there 
is nO question, a big advantage. They can claim wrongful inclu- 
sion in the schedule, and their exclusion is purely a matter of 
definition. For the remaining companies which did not segregate 
their engineering and miscellaneous activities beforehand, the 
process of “hiving off” is substantially more difficult. Segrega- 
tion now will requize the Minister’s approval, and the conditions 
on which approval may be given (as Mr Strauss stated them in 
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the second reading debate) are capable of being stiffly interpges 
The activities of the segregated parts must be “ clearly unre 
to the company’s scheduled activities. It must appear to the 
Minister that the parts after segregation will be indepe 

each other, that each will be a viable unit, and that there are gg 
economic reasons for the segregation. The first and fourth of 
these conditions are sweeping, and the Minister has said nothing 
yet to suggest that he wili interpret them loosely. 


* * x 


Cotton Board on Redepioyment 


A statement of policy by the Cotton Board in its Trade Lene 
for February adds further emphasis to the Board’s advocacy gf 
redeployment. It opens by referring to the evidence contributed 
on “the methods of organisation and of machine and fabou 
utilisation comprehended by the term ‘redeployment’” which 
the board organised at Harrogate in the autumn. The Cotta 
Board clearly regards the value of redeployment as having beep 
now fully demonstrated : 

These methods, when properly applied, have resulted in increased 

production, lower costs of production and higher operative i 

with work loads for the operatives which are fair and seal 

throughout. . . . The national interest and long-term i 

of the cotton industry combine to make it highly desirable that the 

new methods should be applied over a constantly widening field, 
Managements and workers are therefore urged to investigate the 
new methods and to try them out where practicable, “ providing 
mutual agreement can be reached,” and the Cotton Board pro 
poses to revert to the subject at frequent intervals. 

It goes on to say that new forms of training activity will be 
made necessary by the new methods. Redeployment 1s bes 
applied at present, it holds, with the guidance of outside expens, 
This will make heavy demands on the firms of consultants at 
work in Lancashire, but the firms have assured the Board that 
they could “ put themselves in a position to respond to a larger 
demand for their services than is at present apparent in the cotton 
industry”; they will if necessary transfer more of their staffs 
from other industries to cotton. Even should the demand for 
consultant services exceed the immediately available supply, the 
Board feels that it can “ promote steps to cope with that situation” 

But once the expert services have been given and the expert 
advice carried out, there will be a permanent need in the mills 
for men or women thoroughly versed in work study and in all the 
techniques which the new methods involve. Indeed, there are 
Signs that it is arising already. The training of this new: class 
of specialists will present quite new problems to the teaching 
institutions as well as to the firms and the trade unions, For 
this reason the Board proposes to try to bring into existence two 
“pilot schools,” one for spinning trainees and one for weaving 
trainees. The Manchester College of Technology, the Shirley 
Institute and others have offered to help, and the details may be 
announced soon. 


* * * 


Trade Talks Season 


The numerous financial and trade negotiations to plan ‘the 
pattern of foreign trade in 1949 reflect the new bilateralism. 
At the moment talks are proceeding for the negotiation 
of new agreements with the Netherlands and Switzerland. The 
Dutch negotiations aim at a further expansion of trade between 
the two countries. Britain in 1948 exported goods to the value 
of £44) million to Holland, £6,000,000 more than had been ex 
pected ; the result was a moderate surplus on visible account. 
The final balance on visible and invisible account went slightly ia 
favour of Holland in 1948. In 1949 it is hoped further to expand 
imports of dairy produce from Holland. The Dutch are in retum 
negotiating increased shipments of coal and steel. 


A third attempt to conclude a new trade and payments agret- 
ment with Switzerland for 1949 will be made in Berne next 
The principal difference which remains unresolved is the allo- 


cation of Swiss manufactures to be imported by Britain between 


essentials, in particular textile machi and less essential goods. 
In addition imports by the outer efiindas atta have to be budgeted 
for, The amount to be spent on tourism, it is believed, has been 
agreed, though the tourist quota for 1949 may be lower. If loss 
of gold to Switzerland are unavoidable (as the Chancellor appea 
recently to suggest) it is highly desirable that they 
secure the best return for Britain. This is a case 


the argument about essentials and less essentials has seal 


validity, so far as Britain is concerned. Ultimately, 
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whole problem of Anglo-Swiss payments hinges on the 
ability to expand British exports to Switzerland to a_ level 
sufficient to sustain all outgoings. It may be significant 
that at a time when negotiations. are slowly proceeding to find 
means of expanding Britain’s earnings of Swiss francs and to 
curtail its outgoings, Switzerland has opened negotiations with 
the Bizone to balance the trade more evenly ; in 1948 the balance 
anded greatly in the Bizone’s favour. 

The talks just concluded with Italy in Rome did not aim at 
negotiating a new agreement but had the more limited purpose 
of reviewing payments in 1949 within the framework of present 
arrangements. Italy, though not short of sterling, is anxious to 
expand its exports to Britain, The recent revision of the sterling 
lira rate has made exports to Italy more expensive while imports 
of Italian goods have become cheaper. Italian exports of food 
and manufactures are to be expanded. Italy is to change its 
programme from one ot primarily importing sterling area raw 
materials to increasing its purchases of manufactures. An excess 
of Italian exports to Britain over sterling imports may wel! con- 
tinue in 1949. 

The negotiations with Ceylon were mainly financial, and 
telated to Ceylon’s sterling balances. In addition to a surplus 
on visible account of over £13 million in 1948, Ceylon received 
a release of £7,§00,000 from its sterling balances, including 
{4,000,000 as working balances, Ceylon’s new deminion status 
will doubtless have raised questions on the triangular 
relationship between Ceylon, India and Britain. No statement on 
the talks has so far been made, but Ceylon may receive further 
releases frcm its sterling balances in London. From Colombo the 
British negotiators have preceeded to India for the six-monthly 
meeting of the Joint Consultative Committee at New Delhi. Indian 
payments arrangements do not require revision until the present 
agreement on dollar and sterling drawing rights expire in June. 
But the talks gain importance from the visit to India and Pakistan 
of the Secretary for Overseas Trade. 


o * * 


Coalfield Development in South Wales and Somerset 


Some details of three major development projects in the 
south-western division of the National Coal Board were announced 
from Cardiff last week. Other parts of the long-terfh scheme for 
reconstituting the South Wales coalfield are likely to be published 
soon. By far the biggest of the three projects is that designed to 
work the low-volatile dry steam coal deposits at the nerthern end 
of the Little Rhondda and Dare valleys (Rhondda Fach and 
Cwmdare). The reserves there are estimated at 120 million tons, 
enough for more than a hundred years’ working at the projected 
output of a million tons a vear; the upper Rhondda Fach is an 
old minine district, and these are said to be its only remaining 
reserves. The outlines of the scheme are in some ways surprising. 
It is intended to construct a large and completely mcdern colliery 
on the site of two old pits (the Mardy No. 3 and No. 4 pits) which 
were closed down when the French market disappesred sr 
The existing shafts will be used, but the working layout will be 
new and far more ambitious. Twelve seams will be mined on 
the horizon method. ‘The seams in this area are relatively fiat, 
unlike the sharply tilted seams at Llanharan, where the horizon 
system is already being operated; the Mardv project seems, 
therefore, to represent an important advance in the acceptance 
o horizon mining by British mining engineers. Locomotive 
haulage, pneumatic stowing of dirt, and other features which are 
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commonplace in some Continental coalfields but still novel in 
Britain, will be incorporated in the scheme. Three-ton cars will 
be used for coal haulage, and it is thought that with these large 
cars skip winding will be unnecessary. There will be haulage 
underground for the miners as well as for the coal. 

The new Mardy colliery will take six or seven years to reach 
its full output. As it comes into operation two neighbouring 
collieries—Bwllfa No. 2 and Ferndale—will be closed, and the 
labour fpr the new colliery, about 2,800 men,’ will be drawn from 
them. e No. 1 pit of the Bwilfa colliery, which is at present 
used for ventilation but is not in production, will continue to 
be used for ventilation and also for transporting the Bwilia miners 
from their homes in Cwmdare to the new Mardy workings ; 
underground roads will be driven for this purpose. The. esti- 
mated cost of {4,000,000 is heavy, but the scheme is evidently 
designed as a contribution not only to coal output but to social 
policy ; it is to give security to an isolated valley area where the 
basis of industrial survival has for many years been insecure. 
Unfortunately, the lack of data about costs of production at the 
new pit and in other projects in South Wales and elsewhere 
prevents any assessment of whether the social aim involves dispro- 
portionate economic cost. 

The other two projects announced are smaller, but still impor- 
tant. At Cefn Coed, an anthracite colliery in the Dulais valley, 
£400,009 is to be spent on reorganising the underground workings, 
haulage arrangements and surface installations. New under- 
ground roads will be driven at gradients suited to locomotive 
haulage. At the Norton Hill colliery, eight miles from Bath, a 
modified system of horizon mining is to be intreduced. Preduc- 
tion is to be expanded from 160,000 tons to 250,000 tons a year 
by 1954, output per manshift at the coal face from 33.7 to 43.3 
cwts, and output per manshift for gll workers from 19 to 24.6 cwts. 
The cost will be more than £500,000. The coal reserves at Norton 
Hill are estimated at 6,000,000 tons, and should, therefore, provide 
work for more than 20 years at the augmented rate of cutput ; 
but no further reserves will be accessible from the present shafts. 

Nearly 20 uneconomic pits in the south-western division are 
being closed or have already been closed since the National Coal 
Board took over. In spite of (or, more probably because of) this 
measure of concentration the division’s output increased by more 
than a million tons last year. 


* * * 


Wages in 1948 


The Ministry of Labour’s annual review of wages, hours and 
prices for 1948 shows that considerable wage advances were gained 
in spite of the Government’s stabilisation policy. Wage and price 
increases kept roughly in step. The index of wage rates rose 
from 104 in February, when the White Paper on Personal Incomes 
was published, to 107 in December, while the offical retail price 
index, which stocd at 106 in February, was 109 at the end of the 
year. The total wage increases. for the year amounted to 
£1,890,000 in the weekly wages of 7,760,000 workers, This was 
slightly more than in 1947, but less than the £2,901,300 increase 
in weckly wages gained in 1946. The movement towards shorter 
working hours which marked 1947 was slowed down. Whereas 
in 1947 §,223,0co workers had their hours reduced, in all by 
18,429,000 hours, in 1948 only 616,000 workers had theirs reduced, 
by 1,834,000 hours. 

Some of last year’s wage increases clearly fall within the terms 
of the White Paper. Such industries, important to the export 
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drive, as textiles and pottery suffered from labour shortaze. But 
neither of the two biggest groups to benefit—the engineers and 
the builders—could qualify as “ undermanned ” industries although 
the engineers sought to justify their increase, which affected more 
than 2,575,000 workers, by the rise in productivity in the metal, 
engineering and shipbuilding industries. 

The White Paper seems to have had some restraining influence ; 
the rapid rate of increase during the latter part of 1947 suggests 
that without it the 1948 wage increases would have been higher. 
But the present situation gives cause for disquiet. The increase 
in farmworkers’ pay may be justified by the fact that agriculture is 
still on the list of “ under-manned ” industries, but the railway- 
men and busmen have no similar argument to support their 
claims. The Railway Executive, indeed, is now engaged in dis- 
charging workers. The cotton operatives’ claim, unrelated as it 
is to any proposed increase in productivity, is hard to justify. 

Last year was relatively peaceful in industrial relations. In all, 
1,944,000 working days were lost, compared with nearly 2,433,000 
in 1947. Coal mining accounted for two-thirds of the number 
of stoppages in 1948, but there were no prolonged strikes like 
that at Grimethorpe in 1947. On the other hand, the London 
dock strike, which was only indirectly concerned with wages, cost 
some 200,000 working days. The fact that labour unrest frequentiy 
occurs in nationalised industries suggests that the urgent task for 
1949 is the improvement of industrial relations between the public 
boards and their employees. 


* * * 


Power Plant Expansion in 1949 


If work goes according to intention, the British Electricity 
Authority expects to have an*extra 1,000,000 kw of generating 
plant working by the end of the year. In last week’s debate in 
the Commons Mr Gaitskell said that the amount of new plant 
which it was hoped to commission would be one-third greater 
than the highest prewar figure. Total cost will be about 
£39,162,500 if the present very rough allowance of {50 per kw 
in new stations and £35 per kw for extensions to existing stations 
still apply by the end of the year. (Only 277,500 kw will come 
from new stations in the next twelve months ; for example, the 
great station at Staythorpe, which is to have a capacity of 
360,000 kw, will only reach 60,000 kw by the end of the year.) 

In 1948 the difference between expectation and achievement 
was 640,000 kw ; the 500,000 kw actually installed was less than 
half the target laid down in the “ Economic Survey” and plant 
to the capacity of 54,000 kw was taken out of commission. The 
BEA can reasonably claim that the figure was unrealistic from 
the start since the 1,150,000 kw target was reached by carrying 
over the balance of the Central Electricity Board’s 1946 and 1947 
schemes, but there were also delaying factors which held up work 
in some places for several months. Most of them related to 
actual construction of the power houses: shortages of building 
labour, difficulties over land, inadequate foundations and slow 
delivery of such materials as reinforcing steel. On the equipment 
side, delivery of water-tube boilers is slow but the electrical 
generator manufacturers are more or less working to schedule ; 
and some urgently needed machinery is having to be stored. 

If in 1949 the installation of mew generating capacity proves 
to be less discouraging than in 1948, a big gap between capacity 
and maximum demand will still remain. The amount of plant 
to be withdrawn during the year is not known but it may be 
greater than in 1948, for much of it is still working beyond its 
economic life. As for peak demand, which doubled in the ten 
years between 1938 and 1948 (when the peak figure reached 
10,020,000 . kw), further. growth .by.. another 700,000 or 
800,000 kw is expected in the coming year. This increase alone 
will absorb rather more than half the gross imcrease in capacity. 
During 1947-1948 maximum capacity was 9,380,c0o kw so that 
on the most sanguine estimate and without any allowance for 
withdrawal of plant there will still be a difference of nearly 
1,500,000 kW between maximum capacity and maximum demand. 


* * x 


Engineering Exports to Canada 


The Gilpin Mission to Canada has brought. back. an encour- 
aging account of the prospect for expanded British trade in 
engineering products to Canada—if the taskis undertaken in the 
right way. Canada, and particularly western Canada, offers “a 
solid and expanding market for much United Kingdom engineer- 

, ing equipment in a-country of t stability and future promise.” 
The main needs surveyed by Mission are for heavy electrical 
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equipment and equipment for food manufacture and Procesting 
public works schemes, iron and steel, petroleum and chemicals, 

Neglect of the Canadian market since the end of the War has 
been unfortunate—and certainly not wholly excused by. the 
admitted strength of American competition. Last. year, ‘Wheg 
Britain’s total exports of machinery amounted to {£254 
only £5,000,000 went to Canada, and Britain’s share in : 
import trade in machinery was only about 3 per cent, 
with II per cent in 1938. One reason is that American firmsday 
succeeded in capturing the bulk of. the market and. Brn 
exporters, as-the report comments, will have to face formidable 
odds in meeting American competition and overcomi 
natural geographical advantages enjoyed by US firms. 

A number of practical suggestions are put forward, and. wif 
be the subject of a campaign directed at engineering fim; 
in this country. The Government has promised full : 
and assistance in the drive to imerease exports to Canada) ani 
the Minister of Supply has indicated that firms trading 
Canada may receive more favourable steel allocations, 
delays in delivery and fears that British firms will not be ah. 
adequately to service their equipment afterwards are reported tp 
be two factors which discourage Canadian buying of British 
engineering products, and improvements in both . delivery 
schedules and servicing arrangements are urged. The Missions 
recommendations include wider publicity, more market 
more visits bv British business men and stronger representation 
in Canada of British firms. 


iP 


PEE 


* * * 


Clean Sheet in Aluminium 


American charges that Britain had been exporting aluminium 
scrap to the United States at inflated prices and at the same time 
buying virgin aluminium from Canada with Marshal! funds, have 
now been proved unfounded. A joint investigation was conducted 
by the ECA Mission in London and the Ministry of Supply and 
the result made known in Washington last weekend. No 
aluminium scrap has been exported from Britain to the United 
States. More than half the quantity which, according to American 
Customs returns, came from Britain was not in fact shipped 
from this country ; that part which was so shipped, consisted of 
aluminium naanufactures, not scrap. Detailed figures of this trade 
in aluminium manufactures were published in The Economs 
of December 25th. 

In certain instances where the American Customs entry forms 
showed Britain as the country of origin, it was found that although 
the material was bought from British dealers it did not in fat 
touch British soii. Some was shipped direct to the United States 
from Switzerland via Rotterdam. Other scrap is known to have 
originated in Egypt and the Middle East. Britain has at least 
been able to supply the ECA authorities with sufficiently detailed 
information to clear itself and to make ECA realise that Britain 
“ is making every effort to conserve virgin aluminium and to utilise 
the maximum of scrap and secondary metal.” 

As ECA grants have to be sanctioned by Congress, it is well 
that any criticisms should be made public and _ promptly 
investigated. The aluminium scrap case has come to a satisfactory 
conclusion, as was obviously probable when it started. The only 
matter for regret is that the charges should have been made by 
the ECA authorities in Washington, in Mr Hoffman’s absence, 
while the matter was already under investigation. If there 8 
similar ground for enquiry in the future—as there may be—the 
allegations will no doubt be handled more judicialy. 


Banking and Finance 
Falling Bank Deposits 


The clearing banks’ statement for January shows th 
customary seasonal decline in the volume of bank deposits, but 
the movement this time is very much less than the record malt 
of tax gathering might have led one to expect. Total deposits 
have, indeed, fallen by £143 million, but a large part of thi 
decline is due to the usual contraction after the year-end in th 
volume of cheques in course of transit. After allowing for this 
the total of net deposits at £5,859 million, is only £54 millios 
below the record level reached at end-1948, and jis no less that 
£277 million above the corresponding figure last vear—an appt 
ciably bigger increase on the year than was shown a month aga 


In other words, the seasonal contraction this year has been very 


much less marked than in January, 1948, when the declim 


amounted to £100 million, and has even been less than that for 
1947 (£75 million). It is notable, too, that in both of those year 
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I IS ONLY seventeen years ago that the Hoover 
factory was opened at Perivale, Middlesex. 
Since then, that factory has grown to something 
like ten times its original size. 
In 1946 Hoover opened two new factories — at 
Cambuslang, Scotland, for the manufacture of 
fractional horse power motors, which are 
providing the power units for many and various 
types of industrial, domestic, agricultural and 
commercial appliances, and at High Wycombe, 
for the production of shaded pole motors, plastic 
commutators and switches, also very muchin demand, 


HOOVER 


Factories at 


Last October, Hoover opened yet another large 
factory at Merthyr Tydfil — this time for making 
electric washing machines. This has already been 
extended, 

These facts are an indication of the enormous 
and rapid expansion achieved by an organisation 
which always puts quality first. 

Looking to the future, Hoover are confident that 
their various products will play an ever-increasing 
part in the nation’s social life and economy — by 
helping the housewife, by helping industry and by 
increasing still further the volume of British exports. 
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there was simultaneously a considerable expansion in bank 
advances (these rose by £16 million twelve months ago and by 
£13 million two years ago) whereas last month the advances item 
actually declined by nearly £6,000.000. This last movement 1s, 
however, rather misleading ; just as the increase in the advances 
total in December was due mainly to the temporary inflation of 
items in transit berween branches, so a’ small decline in the total 
this month must be the net resultant of a much bigger decline in 
the transit items and of an actual increase in the level of advances 
as such. 

The main counterpart of the reduction in deposits is necessarily 
to be found in holdings of Treasury deposit receipts, which have 
declined by £130 million to £1,267 million, the lowest figure since 
last May. The effects of the Government’s seasonal redemptions 
of indebtedness to the banking system have been obscured, how- 
ever, by fortuitous influences in the money market both on the 
January make-up day and on December 31st. At the earlier date, 
it will be recalled, the fact that the usual weekly wage demands 
for cash coincided with the year-end needs caused so much pres- 
sure in the money market that the cash ratios of the clearing banks 
were forced down to only a fraction above the basic level of 
8 per cent. On January 19th, however, owing mainly to heavy 
repayments of TDRs earlier in the week, there was such a glut 
of funds in the short loan market that the cash ratio rose to 8.78— 
by far the highest figure since window-dressing was abandoned 
two years ago. Hence, despite the decline in deposits, bank cash 
rose during the month by no less than £30 million. To some 
extent, these technical influences may account for the sluggishness 
of the fall in bank deposits. But the main reason for the contrast 
between the rate of credit contraction this year and last is 
undoubtedly the marked reduction which has since occurred in 
the extent of the deficit on Britain’s external balance of paymenis. 


* * * 


Intra-European Payments 


This week’s House of Commons discussions of the American 
Aid and European Payments (Financial Provisions) Bill shed a 
little additional information on this somewhat tangled subject. 
The Opposition, for whom Mr Butler and Mr Eccles bore the 
burden of the day, asked most of the relevant and searching 
questions that were put. In answering them the Economic 
Secretary to the Treasury made the following points.: He con- 
firmed that no Category —I'wo compensation has yet been effected 
under the European Payments Scheme. He agreed that the 
scheme, based as it was on rigid and occasionally false estimates 
of the likely balance of payments between European countries, 
might discourage trade and divert it into artificial channels. He 
admitted that the United Kingdom had earlier expressed a prefer- 
ence for a system by which dollars injected into the European 
Recovery Programme for encouraging intra-European payments 
would have been handed over to each European country which 
would then have been free to make use of them in whatever way 
it pleased. 


As regards the non-utilisation of drawing rights, Mr Jay 
pointed out that this was one of the questions which were 
still undecided; but if drawing rights were not. exercised, 
they would not be automatically cancelled when the year 
came to an end. The same presumably applies to conditional 
grants made against contributions to the  Intra-European 
Payments Scheme. Mr Jay denied that. any countries had 
been unfairly accumulating sterling in accounts which were 
not made available for the compensation, and added that if any 
evidence of such dissimulation became available the point would 
certainly be taken up with the country concerned. Mr Jay 
agreed with Mr Butler that the provision, in the first year’s 
Marshall Aid agreement, that 50 per cent of the goods furnished 
to Europe under ERP must be carried in United States ships, 
was a blot on an otherwise generous scheme. Mr Jay added that 
discussions were now taking place in Washington to see how far 
these restrictions could be eased in the second year of Marshall 
Aid. On the general question of increasing the elasticity of 
the payments scheme, Mr Jay accepted the need for moving 
towards greater freedom of mutilateral trade, pointing out that 
the Government wished to encourage the use of sterling to the 
maximum extent, both within the OEEC p of countries and 
in the Commonwealth itself. The British Government have 
apparently abandoned the favourable views they held earlier of 
the scheme for injecting dollars into intra-European circulation. 
They. now hold that it is best to discourage the use-of gold and 
dollars in European settlements during the four years of ERP, 
and it is clearly their hope to see sterling taking their place. 
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Sterling Travellers in Belgium 


The news of currency allowances for British visi 
Belgium will not only please many holidaymakers, but wi 
bring some relief to the hard-hit Belgian tourist industry, — 
though the total to be allowed is limited to £1,100,000, this sh 
finance about 400,000 tourist-nights, which is within 
distance of the use made of Belgian hotels by British tourists iy 
1947. Admittedly the £35 tourist is not such a good customer 
as was his £75 forerunner of two years ago, but many hoteliers 
have been taught moderation by the disastrous 1948 season 
almost wholly denuded of British, Dutch and French visitors, 
the Belgian sea coast entertained foreigners for only 
tourist-nights in the June-August season. This figure compares 
with 303,000 in the previous year (including 212,000 British) 
and a normal pre-war trade of something like a million. — 

With limited allowances given to Dutch, as well as to Britj 
visitors, the Belgian tourist industry may have a somewhat better 
year in 1949, though the French need for Belgian francs—which 
was lately emphasised by the French decision to order no more 
Belgian goods till April—will presumably once more lead to th: 
offer of special advantages designed to lure Belgian holidaymakers 
into France. The French tourist franc, offered exclusively to 
Belgians at a rate based on the Paris quotation for the dollar, was 
responsible last summer for a 17 per cent fall in the number of 
Belgians visiting their own seaside and a 32 per cent fall in the 
number spending their holidays in the other tourist centres in 
Belgium. The industry’s™troubles, therefore, are by no means 
at anend. Undoubtedly they have been, and are, largely attribut- 
able to the “ hardness ” of the Belgian franc ; but, equally clearly, 
high prices have helped to make things worse. ‘Tourism ha 
shared this duality of problems with many Belgian industries, 
and especially with the other luxury trades. 






‘ 


* x * 


Return to “ Free Closing ”’ 


The reintroduction of “ free closing ” so soon after the with- 
drawal of the proposed rules forbidding the sharing of com- 
missions suggests that the Stock Exchange Council may be ex- 
ploring ways and means to encourage business towards the House. 
The suspension of Rule 195 which allows for free closing dated 
from the war when the object was to minimise speculation. The 
rule specifies that a broker may “at his discretion” charge only 
one commission for buying and selling the same security for the 
same client in either the same or the following account. While ia 
the first instance it may mean less commission from some clients, 
the return to “free closing” may help to promote a greater 
volume of speculative business and perhaps add to the total 
income received from this source. In this age, the very mention 
of increased speculative business is likely to cause a frown. But 
the small volume of public business “for the account” in recent 
years has reduced brokers’ income, and it has also seriously 
affected the efficiency of markets. 

The successful working of the Stock Exchange requires. a 
adequate turnover, quite apart from the question of broker’ 
commissions. At present, apart from dealings in gilt-edged 
securities, purchases which are taken up at the end of an account 
are subject to the penal 2 per cent Stamp Duty, so that speculation 
is quite effectively minimised. Doubtless the consideration of 
Stamp Duty will still weigh more heavily in the minds of shott- 
term operators who contemplate a two account run, than will 
the saving in commission, but free closing will practically halve 
the cost of dealing for the account alone. Although its impl- 
mentation is subject to confirmation on February 21st, brokers 
appear to be universally in favour of restoring the rule. 


* x * 


New “ Switching ’’ Regulations 


The Bank of England has announced this week certail 
relaxations in the rules imposed last July to regulate switching 
operations by non-residents dealing on the London 

inge. While these concessions to what have been re 
as particularly frustrating regulations are perhaps not all that 
had been hoped, they may suggest a more elastic approach by tht 
Bank to the whole question of the permissible scope for switching 
operations. The field has certainly been broadened. The firs 
change is that the old groups I and II have been amalgam 
to form a new group I which comprises British Government! 
Northern Ireland Government stocks not redeemable earlier 
ten years from the date of purchase and British and N 
Ireland Corporation and Public Board stocks. Switching is mow 
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HERE YOU SEE One Of the series of intricate operations by 
which we produce Crown Special high grade zinc (99.99 4-%) 
essential for the production of MAZAK Alloy. FORKS INSTEAD OF FINGERS 

In the production of die cast car-parts — from carburettors Forks caused a great change in table manners. Cleanliness at table began 
to shock absorber bodies — MAZAK Alloy is specified to ensure when forks and not fingers were used. Cleanliness in washing up — by 
maximum stability and strength. hand or by machine — is made easier by Calyonite*. 
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This detergent 


does its work properly because it contains Calgon, which prevents filr 
} ~ 7. , > 2c ateriale ; itain’ * ’ : ; ; ‘ = 
We produce many other basic materials vital to Britain’s from forming on dishes. It is made by Albright & Wilson, manufacturers 
home and export trade. These include various grades of zinc, of many chemicals. 


zinc pigments, high purity zinc sulphide, zinc dust, sulphuric 
acid, cadmium, vanadium catalyst, metallic arsenic, fungicides 


a SMELTING ALBRIGHT & Witson 


CORPORATION LIMITED ijt °® 
he with- 37 Dover Street London W1 
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*Calgonite is the registered name of Albright & Wilson's Calgonised detergents. 





ere teeny Sis Al A 6 


see OS. EC I ARNO EG I GT EE MOE IED PE PRAISE LEN NOI ANAT AE, ESS 





siti St oS eh een re aT B 
. a - « 


Tew 17 
e House. 
ng dated 
on. The 
irge only 
y for the 
While in 
clients, 
a greater 
the total 
- mention 
wn. But 
in recent 
seriously 













s+ ecnganoe sna OR tence es inten ee 
tenet testers tts Ce AROMA ns aap ot 


quires. an 


THE NEW WOVEN FABRIC 
wast | is tops where treatment 


n account 
peculation e 
ation is toug 
of short- 
than will Tyean j 
ally halve ygan is probably the nearest approach to an | 
its imple- everlasting fabric which has yet been devised. 
t, brokers lis resilience, toughness and abrasion resist- 
le. ance ensure excellent wearing qualities, where 


teatment is particularly severe. It can be used 
out-of-doors as it has excellent weathering 
Properties. It can be cleaned by sponging with TYG Sree ster Y 
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FABRIC th 
; Water. It is unaffected by a wide range of THE ENGL isi ELECTRI C ; 
*< chemicals. And it is smart and colourful. COMPANY LIMITED 
. iS 7 . ‘ 
lon Stock Tygan IS Suggested for the upholstery of seats The English Electric Company, ~ supplying capes aaieee for 
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permitted within this group, end, as previously, switches can be 
made into securities in this group from the proceeds of sales in 
any other groups. Formerly, securities other than those in the 
expanded group I were divided into eleven separate groups con- 
forming to the remaining divisions in the Stock Exchange list. 
These eleven groups have now been merged into one. Switching 
can again take place freely between them, provided that exchanges 
are confined to securities of the same country of origin and (except 
in special cases) are not into bearer securities. 

These amendments and others of a more technical character 
have been variously received in the City. Since the ostensible 
purport of the original regulations was to minimise the burden 
of remittances on sterling securities held abroad and to reduce 
the effect on the security sterling rate of undesirable sales of 
sterling securities, particularly by “soft currency owners” in 
New York, ihe changes seem to meet the requirements adequately. 
Although the danger on both these counts is perceptibly less 
than it was six months ago, the Bank has certainly not shown 
itself ready on this occasion to run the risk of freeing dealings 
altogether, It has, of course, to weigh the advantages of encourag- 
ing foreign business in the London market against the risk of 
exchange leakage. The virtual prohibition of switching between 
securities of different countries of origin may appear petty, and the 
continued ban on switches from registered to bearer securities 
perpetuates an old grievance of dealers with Continental con- 
nections. But the advaniages to be obiained by the market from 
complete freedom to switch is not so large that it ju.tifies major 
risk of exchange leakage. 


* * * 


Foreign Bondholders’ Fate 


‘The anmual eceport of the Council of the Corporation of 
} 


Foreign Bondholders stows that although there has been a 


@ tesumption of service on a number of foreign bonds, the increase 


in invisible income in 1948 is not to any materia] extent attribu- 
table to foreign debt settlements during the year. Yet three 
significant settlements were made last vear, with Chile, Bulgaria 
and Italy. Although the low maximum rate of interest was con- 
sidered disappointing, the agreement with Chile, which provides 
for a rising scale of interest to be paid on the external debt, is a 
distinct improvement On the arrangements hitherto in force. On 
the other hand, the scale of resumed service to which Bulgaria 
has agreed is considered to be lithe mere than a gesture which 
merely acnowledges the exisrence of Bulgaria’s foreign ebligations. 
The present arrangements, however, should be followed by a 
more permanent Settlement later this year, An_ unsatisfactory 
aspect of the Italian agreement was the delay on the Italian side 
in implementing it, and there was also reluctance to meet the 
Italian part of the guarantee on the Austrian Guaranteed loan. 
The report refers to the unsuccessful discussions with Hungary 
and 10 the advice of the Council to holders of Peruvian bonds to 
reject the unilateral offer made by the Peruvian Government to 
sterling bondholders. No interest on outstanding debts was 
received from Greece, Rumania or Poland, but the compensation 
provisions in the recent Anglo-Polish trade agreement at least 
hold out hope of some funds eventually becoming available for 
British holders of Polish bonds. The Turkish Government again 
failed to honour its guarantee of the Constantinople Municipal! 
Sterling Loan, 1909, on which it defaulted during 1947. Of the 
debts of over £500 million still in total default by overseas 
countries, two-fifths are accounted for by Austria, Germany and 
Japan and one-quarter of the total in default owing by countries 
whose economies are stil] disrupted following enemy occupation. 
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The Course of Wholesale Prices ms, 

British wholesale prices continued to rise quite sharply during 
the first half of 1948. The peak was reached in June, and ' 
prices were again moving upward in November and a. 
the index at the end of the year was only 8 per cent above Unat for 
December, 1947. The annual average, however, was 14 per 
higher than in 1947, compared with the previous year’s fige df 
9 per cent. Wholesale prices are on the average about 125 pet 
cent higher than they were in 1938. But more disquieting an 
the discrepancies between the rise in prices for basic mater 
intermediate products and manufactured articles. The 1 
scarcity of most raw materials together with the abolition of the 
subsidy on hides and skins caused a rise of 23 per cent im the 
index for basic materials. Intermediate products, on the ¢ 
hand, rose by only 6 per cent and manufactured goods by ) per 
cent. The true rise in basic materials, ignoring the effect of the 
subsidies, was Io per cent and in manufactured articles 4 py 
cent. The difference indicates the squeeze which i y 
experienced between prices it has paid for raw materials and thog 
it has received for finished products. 
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Cotton, wool, non-ferrous metals and coal showed the 
largest increases. At the beginning of the year the price of cad 
was raised to cover the cost of higher wages and overtime, and 
prices for industrial coal were again adjusted in July. The average 
rise in the twelve months amounted to 13 per cent. Prices a 
non-ferrous metals rose in the first two months of the year, and 
again in June and July, when the Ministry of Supply brought its 
contract prices into line with world prices. The biggest increate, 
however, occurred in the last quarter of the year ; by December 
non-ferrous metal prices. were 16 per cent higher than twelr 
months earlier, Cotton prices reached their peak in June, and 
although subsequently they tended to fall they were, at the end 
of the year, still so per cent higher than in December, 1947. Wool 
prices also continued to rise, but prices of other textiles : 
until the last month. Only moderate increases were recorded if 
the prices of iron, stecl, chemicals and oils. 

The future course of prices depends largely on the mainiename 
of a high rate of industrial activity in the United States. At @ 
moment, there is no definite indication of any major relaxation 8 
American demand. But there is perhaps a chance that during 


1949 the rising course of prices, even for raw materials, may& 
checked. 
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Shorter Note 


Further reductions in the prices of fuel, gas and diesel offs f 
Britain, announced by the major oil companies, came into fogt 
on Wednesday. Gas oil for industry, domestic. heating oil,,aM 
marine diesel for firing vessels and siiafl marine craft are am 
the geades reduced by 4d. a gallon; Pool dicsel oil for 1 
vehictes is reduced by Jd. a gallon. aaa 
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National Provincial 
Bank Limited 


ESTABLISHED 1833 








Statement of Liabilities and Assets 
December 3ist, 1948 


LIABILITIES 







Capital paid up . .-»  £9,479,416 
Reserve Funds (including Share Premium Account 

£1,144,950) . ‘ 10,500,000 
Current, Deposit and other Accounts... -- 769,441,490 
Liabilities for See ENENS Endorsements, _Engage- 

ments, &C.s 26,255,942 















£815,676,848 


ASSETS 
Coin, Bank Notes and Balances with the Bank of 
















England -- £66,328,719 
Balances with, and ‘Cheques i in course of collection on, 

other Banks in the United Kingdom and Ireland, 

and Cheques, Drafts, &c., in transit a 43,923,950 
Money at Call and Short omer. 71,052,000 
Bills Discounted . $2,593,677 
Treasury Deposit Receipts 175,000,000 
Investments 144,020,201 
Advances to Customers and other Accounts . 196,227,349 
Trade Investments ‘ 3,922,122 
Bank Premises 6,352,888 


Liabilities of Customers | for Acceptances, Endorse- 


ments, Engagements, &c. 26,255,942 


£815,676,848 








Head Office: 15, Bishopsgate, London, E.C.2 
Affiliated Bank 
COUTTS & COMPANY 


NATIONAL BANK 


LIMITED 
MEMBER OF THE LONDON BANKERS’ CLEARING HOU3: 


CAPITAL SUBSCRIBED 
CAPITAL PAID-UP . 
RESERVE FUND... 


es «ee _«:£7,500,009 
£1,500,000 
£1,300,000 
£71,240,000 


DEPOSITS (31-12-48) 


A COMPLETE BANKING SERVICE 
SPECIAL DEPARTMENTS FOR FOREIGN 
EXCHANGE, INCOME TAX AND 
EXECUTOR AND TRUSTEE BUSINESS 


HEAD OFFICE: 


13-17 OLD BROAD STREET, LONDON, E.C.2 
AND 14 BRANCHES IN THE METROPOLIS 
Also at LIVERPOOL, MANCHESTER, SALFORD, 
BRISTOL, CARDIFF, SWANSEA, etc. 


IRELAND 
M & 35 COLLEGE GREEN, DUBLIN 


Branches at BELFAST, CORK, LIMERICK, WATERFORD 
and throughout the country 


AGENTS AND CORRESPONDENTS ALL OVER THE WORLD 





NATIONAL DISCOUNT COMPANY, 


LIMITED. 


(Incorporating the business of Messrs. Reeves Whitburn.) 


Statement of Accounts, 31st December, 1948. 


LiABILiTHES. £ £ 


CapiraL AUTHORISED AND IssuED— 
“A ? Stock «..: sa ; 423,345 
“B”™ Stock 2,276,655 


— 2,700,000 


924.000 
1,200,000 
265,925 


SHare Premium Account 
RESERVE 


PROFIT AND Loss Acc OUNT 


5,089,925 
156,641,811 


74,250 


Deposits, Sundry Creditors and Contingency Reserves 


(including Deposits of £154,560,142 pine Bills —_ Securities.) 
Fina Divipenp, fess Income Tax * 


Netes. (1) There & a Contingent Liability in respect of Bills Re-discounted 
£10,006 sou 
(2) E1002 | unts have net been submitted becawse the Subsidiary 
Company, which is wholly owned, has net traded at any time, and 
has made neithe et @ profit nor # loss, Ite only asset is a deposit 
of £100 with this Company. 
(3) Jneome Tax » uff red in excess 


of the ability to tax upon profits to 
date bas been ine 


tudded as receivable. 


£161 805,986 

ASSETS. £ 
CURRENT Assets—~ 
Cash at Bankers and in Hand a ide os wh rou 1,565,296 
Bills Discounted Jess Rebate .. 107,160,084 

British Government and Corporation Shori-dated Securities 

(quoted) $e «. 52,049,210 
Loans on Security and Amounts Receivable 931,396 
£161,705,986 


one - ese 100,000 


Fixed Assers— 
Freehold Premises at approximate cost 
Sussiprary Company— 
Shares at cost ... 
Less Loam .. 


£161 805,986 


35, CORNHILL, LONDON, E.C.3. 





CUDCOODOCOOOCOODOODODO DOOR 


INVEST 
WITH SAFETY 


For over 100 years Planet Building Society Shareholders 


eo; 





have enjoyed this security and other Investment benefits. 


at short notice, can now be accepted. 


UP TO £1000 IN SHARES bearing 
Interest at 2}° p.a. TAX PAID and 


UP TO £2000 ON DEPOSIT bearing 
Interest at 13°, per ann. TAX PAID. 


THE SOCIETY PAYS THE 
INCOME TAX IN BOTH INSTANCES 


Limited Additional Capital, returnable in full 7 
7 


BUILDING SOCIETY 


PLANET HOUSE, FINSBURY SQUARE, LONDON, E.C.2 
Founded 1848 Assets exceed £5,500,000 ry) 
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COMPANY MEETINGS 


MIDLAND BANK LIMITED 


SUSTAINED INCREASE IN BUSINESS 


IMPORTANCE OF SOUND INTERNAL ECONOMY 


INFLATION : BUDGETARY MEASURES AND THEIR EFFECT 


NEED FOR LARGER OUTPUT BY INDUSTRY 


LORD LINLITHGOW ON THE TAXATION BURDEN 


The one hundred and thirteenth annual 
general meeting of the Midland Bank 
Limited was held on the 11th instant at the 
head office, Poultry, London, E.C.2. 


The chairman did not deliver a speech 
at the meeting. In place thereof the follow- 
ing statement was circulated to the share- 
holders by the chairman, The Most 
Honourable The Marauess of Linlithgow, 
K.G., K.T., on the report of the directors 
and the balance sheet for the year to 
December 31, 1948. 


Business men are not alone in being 
assailed, from time to time, by a feeling of 
bewilderment in face of a multiplicity of 
happenings, not to mention plans, proposals 
and arguments about them, which may have 
a bearing on the conduct of their affairs. To 
absorb all relevant information and give each 
item its due weight in reaching judgments 
on current problems is indeed a task that 
makes increasingly heavy demands on time 
and capacity. To some extent this charac- 
teristic of our age is due to the vast develop- 
ment of means of assembling, collating and 
communicating facts and views; we live 
under a constant, relentless deluge of news 
and opinions. To some extent it may be 
traced also to the fact that many branches of 
human activity have been newly brought 
within the range of public concern. Perhaps 
more than all it springs from the increased 
momentum of events in this scientific age, 
when the interval for reflection before action 
has been reduced almost to the point of 
disappearance. 

This seeming confusion of events prevails 
in monetary relations no less than in the 
broad field of economic life in general, and if 
I concentrate upon monetary relations it is 
only because these are of special concern to 
the banker, though indeed they touch the 
affairs of business men everywhere and have 
an important influence on the lives of entire 
communities. Is it possible, it may be asked, 
to discover any trend or any governing ideas 
which may give a semblance of order to the 
multifarious changes taking place in the 
details of international monetary arrange- 
ments? The only way we can hope to do so 
is by standing back and gaining such clarity 
as may come from a long perspective. 


TRENDS IN INTERNATIONAL ECONOMICS 


I suggest that a clue to the puzzle can be 
found in a few statistical estimates concern- 
ing the economic activity of the world as a 
whole. It seems that the world’s manu- 
facturing output, if we compare the latest 
available totals with those for the period 
just before the war, has grown in volume by 
nearly one-third ; meanwhile its agricultural 
production has barely, if quite, recovered 
to the prewar level, and there are eleven 
mouths to feed for every ten in 1938. In re- 
lation to these movements it is a striking fact 
that the volume of international trade remains 
smaller than it was. 


The inference is that increased output has 
been largely confined within national borders, 
while we know also that it has been con- 
centrated in particular countries ; the course 
of production has been uneven, and its 
growth has failed to exercise the pervasive 
effect, experienced in former times, on 





standards of living throughout a world 
brought closer together by the technological 
advance. It may be said, with force, that the 
war created such grave disruption as to ob- 
struct this pervasive effect on progress in the 
arts of production; but a still longer view 
suggests that other factors also are at work. 


WORLD MORE TARIFF-MINDED 


By 1938, it is computed, the world’s agri- 
cultural output was nearly one-quarter larger 
than in 1913, and industrial production was 
greater by more than four-fifths ; yet, with 
a population increased by almost one-fifth, 
the volume of international trade had grown 
on the net movement over the period by only 
one-eighth, Thus the vast expansion of the 
world’s productivity in the past three or four 
decades has not been reflected to anything 
like the full extent in the exchange of goods 
across national boundaries. The disparity 
can be explained in part by reference to 
changes in trade policies and practices ; there 
is, for instance, the fact that the world has 
become more tariff-minded than it was in 
the early years of the century together with 
the consciousness of military vulnerability 
enforced by two world wars and the pressure 
towards industrialisation which seems to 
follow naturally from the extension of demo- 
cratic ideas and processes. Allowing for all 
these factors, however, it would appear that 
monetary changes too may well have their 
share of responsibility. 


CONTRAST WITH 1938 


International monetary relations present, 
indeed, a striking contrast if we set the posi- 
tion in 1938—still more the position as we 
know it today—over against that prevailing 
at the outbreak of the first world war. At 
that time, which now seems immeasurably 
far-distant, it was realistic to speak of “one 
world,” for individual countries were part of 
a unity which was accepted as being in the 
natural order of things. The currencies of 
practically all countries stood in fixed and 
effective relationships to gold, either direct 
or through sterling. In a sense the world 
was on a sterling standard and sterling on a 
gold standard and the various money markets 
were closely responsive one to another, so 
that the course of domestic monetary condi- 
tions ran along parallel lines. 

There was free movement of money and 
capital as well as trade, and London served 
as the world’s leading centre for the provision 
of both capital and short-term credit. 
Governments had very little to do with these 
matters, and monetary affairs, as far as they 
were not in the natural sequence of events, 
were regulated by banks which had come to 
occupy, in the course of evolution, a special 
position as “central banks.” Pur shortly, in 
the world’s monetary affairs unity and free- 
dom prevailed under what might be called 
the “benevolent autocracy ” of London. 


AFTERMATH OF WAR 


The first Great War disturbed the under- 
lying economic relations, particularly be- 
tween debtor and creditor countries, and the 
distribution of industrial activity which had 
shaped itself under conditions of competitive 
enterprise in a world at peace ; moreover, it 
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resulted in the drawing of new internation 
boundaries acrOss important parts of Euicope 
The generally accepted economic objective 
when the war was over, can be 

as reconstruction proper—that js tg say, 
return to the conditions of 1914. "A 


In course of time, however, it became 
clear that the shock to the world’s trading 
and financial systems which the war ha 
given could not be quickly absorbed, whit. 
reconstruction efforts miscarried in that thay 
induced over-lending and inflation foliowal 
by deflation, depression and defau't. The 
basic changes had been too deepseated jp 
permit the straightforward resuscitation gf 
the former system; and although, with te 
widespread return to the gold standard, jt 
seemed as if world urtity was well on the 
to being restored, before long acute econom 
troubles reasserted themselves in forms mar 
difficult to overcome than before, 


* ECONOMIC AUTARCHY” 


Economic autarchy spread itself oye 
Europe and other parts of the world; pm 
blems of external payments led to widespread 
exchenge controls, and the flow of inte. 
nauonal lending became a trickle. Goyer. 
ments were forced into active participation 
in the making and carrying out of 
policy, both internal and external. The ou. 
come was a divided world of currency blocs 
a sterling bloc and a dollar bloc, with hay 
fringes, and various lesser constellations 9 
unattached unjts—and the lately restored 
stability gave place to wide fluctuations in 
exchange rates, which took a long time f 
bring within reasonable compass. 


Money was still free to move from place tp 
place within the sterling bloc, and there were 
no restrictions on the transfer of funds beyond 
its borders ; but many countries resorted to 
the new technique of exchange control, and 
the characteristics of world monetary arrange. 
ments lay :n the intervention of governments, 
the crystallisation of disunity and the duminu- 
tion of the area of free movement of capitl 
and credit. Thus the picture of monetary 
relations was far different at the outbreakd 
the second Great War from that which bad 
presented itself when the first war $ 
the complacency of a world convinced of the 
inevitability of progress. 


NEW PATTERN FOR WORLD ECONOMY 


The second World War proved far mor 
destructive than the first of the former pat 
tern of economic relations. Perhaps becaut 
this was foreseen, perhaps also because é 
unhappy experience after the first wat, om 
heard very little, in discussion of post-wi 
plans, of setting up the state of things in 198 
as the objective of effort after the attainmed 
of victory. There was no looking back, bt 
rather a tendency to think in terms of me 
schemes and new arrangements which 
mark a deliberately contrived improvement 
on the old. Through-the necessity of authae 
tarian management which modern wat 
Governments had been forced to conced 
themselves far more thoroughly and decisively 
than before in economic, including mont 
tary, affairs ; and many of the economic 
struments of war were turned, in this couaty, 
to the fulfilment of the purposes 


Exchange control and regulation of 
investment have become firmly establishel 
and conditions have proved unfavoura 
their withdrawal. The sterling area is m0" 
seen as a form of joint administration fot 
purpose of regulating relations with 
currency units, though movements 
different parts of the area are still subs@t 
tially unregulated. The only major curteit 
which enjoy anything approaching full oe 
vertibility are the United States dollar, 
Canadian dollar and the Swiss franc. 


ACUTE DRAIN ON CURRENCIES — 


These facts are symptoms of acute itl 
chronic strain between currencies, typified 7 
the “dollar shortage ”’ felt almost everywhte 
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s+» the United States. For the time 
except "Somewhat precarious equilibrium has 
being “tablished with the help of the old 
echnique of dollar loans, now principally 
from official sources, and of Marshall aid— 
the post-war variant of a war-time invention 
but progress towards a world economy 
based on lasting and assured equilibrium is 
painfully slow. International relations, in 
wade and finance, are characterised by htle 
ynity and less freedom. f 

What, then, is the new pattern of inter- 
national relations towards which we, in 
common with many other countries, are striv- 

? I suggest it is a unity far different 
from that which prevailed under the laissez- 
aire conditions of 1914. It is rather a unity 
based upon a generally accepted discipline 
in monetary affairs, a system worked out by 
democratic collaboration among representa- 
tives of governments and policed by an inter- 
national administration. That is the signi- 
fcance of the establishment and operation 
of the International Monetary Fund. Parallel 
eiorts are being made along the lines of the 
International Trade Organisation and the 
associated tariff agreements, while the trend 
is expressed also in the activities of the 
International Bank and the Food and Agricul- 
ture Organisation, operating in limited sectors 
of the field. ! 

The general purpose of all these projects 
is 0 maximise freedom within a broad pattern 
of collaboration and concerted discipline be- 
tween governments and on this basis to build 
anew form of world unity. It involves some 
modification of former national autcnomy, 
in this respect differing fundamentally from 
the world unity prevailing before the first 
World War. 


WELCOME STEPS 


These various steps towards a framework 
of world government in economic affairs are 
greatly to be welcomed and encouraged ; but 
it hardly needs saying that, however tech- 
nically sound may be the scheme, in_ par- 
ticular, of ordered international monetary 
relations, its success or failure in practice 
must depend upon the degree of disciplined 
collaboration forthcoming from its members, 
patticularly the governments of countries 
occupying positions of great igfluence in 
international economic affairs. We have had 
some examples of this disciplined collabora- 
ton; they include the adjustments made, in 
conformity with International Monetary Fund 
principles, in proposals for subsidies to gold 
producers in Canada and Southern Rhodesia 
and the action taken by the French Govern- 
ment to meet IMF objections to foreign 
exchange practices which amounted to a 
system of “ multiple rates.” 

In one sense, particularly having in mind 
the facilities whereby members may buy cur- 
tencies from the Fund, it may be said that 
the combined strength of the members is 
greater than the aggregate of their individual 
lesources, Yet, just as the magnitude of the 
gain is governed by their readiness to work 

t for a common purpose, within a 
lly accepted discipline, so the principle 
imterdependence goes further; for in 

another sense the structure can be only as 
song as the strength of its principal parts. 
It is indeed true of all international schemes, 
induding the European Recovery Programme 
4s well as the IMP, that the outcome must 
Xe determined finally by the success achieved 
M the various countries in establishing a 
‘ound internal economy, well grounded on a 
external position. 


NO CLEAR DIVIDING LINE 
There is, in short, no clear dividing line 


what is of purely domestic import 

and what concerns more directly the course 
Mernational relations. It is impossible to 
ve a healthy position on external account 

- the domestic situation is feverish or 
ilitated ; no country, on the other hand, 
Paso a healthy state of affairs internally 
€ there is weakness, or indeed unused 
y IM its external relations. If, then, 


our own country is to play its full part in 
projects for the i of a lasting struc- 
ture of world economic relations, we need 
to look to ourselves and see whether we are 
making such progress as we might in putting 
our own economy in good and secure order. 
I cannot attempt, in short space, a compre- 
hensive judgment on this question, but there 
are a number of things in our present situa- 
tion which, as it seems to me, demand dispas- 
sionate examination and prompt action if the 
most is to be made of our opportunities. To 
mention them is not to detract in any way 
from the substantial and solid progress that 
has been made, in many directions, since the 
war came to an end—indeed, British industry 
can be credited with remarkable achievements, 
not only in the exercise of resourcefulness 
and application of inventions, but also in the 
qualities of enterprise displayed in develop- 
ing the magnitude and range of the country’s 
export trade. 


MONETARY CONDITION 5 IN GREAT BRITAIN 


Perhaps the very first requirement for last- 
ing health in the economic system is a sound 
currency, by which I mean a currency whose 
purchasing power is securely established and 
zealously protected. Although we in this 
country have escaped a runaway boom such 
as occurred after the first world war, no one 
was satisfied, a year ago, that the risk of 
inflation had been overcome. The budgetary 
measures then adopted were specifically de- 
signed to combat the previous trend ; and, 
while the evidence provided by price index 
numbers, statistics of production, trade turn- 
over, stocks and so forth is not wholly consis- 
tent or conclusive, it does indicate a proba- 
bility that for the time being at least 
inflationary forces have been brought under 
more effective restraint. 

In studying the signs and portents, how- 
ever, it has been a matter for remark in the 
Press and elsewhere that no “ disinflationary ” 
movement is perceptible in banking figures ; 
on the contrary, expansion continued during 
1948. Further, the fact that the increase in 
bank advances was less marked, particularly 
after the early months of the year, leads to 
the conclusion that some part of the growth 
of bank deposits was attributable to the re- 
quirements of Government finance. 


BUDGET MEASURES 


This conclusion is at first sight in direct 
conflict with the implications to be drawn 
from the 1948 Budget estimates ; but it must 
be remembered that the full effect of Budget 
measures would not ordinarily be reflected 
in banking figures until the fourth quarter 
of the fiscal year, while the final out-turn of 
the Budget may prove to have been weakened 
by enlarged expenditure on defence, food 
subsidies and other items. Moreover, special 
Government transactions early in the year 
tended to create at least a temporary expan- 
sion of bank deposits. The diminution of 
the gap on the balance of payments, welcome 
as it is on other grounds, is one factor making 
for internal monetary expansion, and, in addi- 
tion, the natural effect of a “ disinflationary ” 
Budget upon the volume of bank deposits has 
been offset to some extent by the drying up 
of the flow of “small” savings. It does not 
follow from all this that the peril of inflation 
has been brought nearer, that inflationary 

essure on the market.for goods and services 

s increased, or that the effort to arrest 
former unhealthy tendencies has failed. 

To say that the public has more money 
in the banks is not necessarily to say that 

le have been spending more freely. 
ndeed, there are indications to the contrary, 
and certainly the banks, supported by the 
express desires of the Treasury, have con- 
ducted their lending operations with the 
greatest care to guard against the use of 
credit for unhealthy, inflationary purposes. 
On the other hand, while the expansion of 
bank deposits is not in itself evidence of in- 
flationary. pressure or a breakdown of 
the disinflationary effort, it does suggest, 
along with other evidence, that the time has 
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by no means come for relaxing effort to 
combat the basic inflationary elements in the 
situation, 

BANK DEPOSITS 


Whatever may be the full explanation of the 
conunued growth of bank deposits,.it is 
proper to notice that, while the Budget mea- 
sures as a whole were calculated to have a 
strong counter-inflationary effect, individually 
they were by no means of equal force in that 
direction. In the bare estimates as often 
quoted there is an implied assumption that 
all items of revenue have a similar economic 
effect, whereas it requires very little under- 
standing of the incidence of taxation today to 
realise that this is nor so, The tobacco duty, 
for example, is disinflationary because paid 
out of personal incomes, while, at the other 
extreme of the range of taxes, death duties 
have a far less reacily definable effect since 
they are largely paid out-of the proceeds of 
realisation of investments and other assets and 
have only a very limited influence on current 
spending out of the incomes of those con- 
cerned, 

Most conspicuous among the Budget mea- 
sures, however, in departing from the over- 
riding purpose in view was the once-for-all 
“special contribution.” Although income 
provides the basis of computation of this tax, 
it is—as the Chancellor himself recognised— 
an illusion to suppose that it can be paid, in 
any large part, out of income. Most of it 
must be met, again, by realisation of assets. 
One cannot avoid the conclusion that this 
particular proposal was an unhappy blemish 
on the consistency of the measures embodied 
in the Budget for 1948. 


RISE IN ADVANCES 


Quite apart from the nature of last year’s 
Budget proposals, it might well be argued 
that some aiready existing taxes, while 
designed to contribute, through a Budget 
surplus, to contraction of the supply of 
money, have the secondary result of exerting 
an expansive efiect on the monetary situation. 
I can best make my point by referring to the 
rise in bank advances during postwar years. 
This movement is traceable largely to the 
voluntary or involuntary increase of stocks, 
at higher prices, in the hands of traders and 
manufacturers. I do not suggest that stocks 
are im general at an unduly high level—it 
must be remembered that bank advances, 
after adjustment for price changes, are still 
much smaller than before the war—but of the 
general trend since the end of the war there 
can be little doubt ; and the increased demand 
for advances indicates that the high level of 
financial liquidity which characterised British 
business as it emerged from the war has been 
worked off in course of reconversion and 
capital replacement and improvement. 


REASON FOR REDUCED LIQUIDITY 


One reason for the reduced financial 
liquidity is undoubtedly the fact that, even 
with a conservative policy in respect of 
dividend distributions, whick was more or less 
formalised a year ago by mutual agreement 
between Government and business, it has 
been impracticable to plough profits back 
into the business on the scale that was cus- 
tomary in the past and is desirable in the 
interests of technical efficiency. 

The pressure exerted by taxation, through 
the profits tax coupled with income tax and 
inadequate depreciation allowances, draws 
off an unduly large proportion of profits 
available for reinforcing the business finan- 
cially and keeping it abreast of technical pro- 
gress, while the bonus tax presents in many 
cases an obstacle to the issue of new capital. 
Hence business finds it more difficult to 
finance its own expansion and improvement 
and is forced to borrow more heavily from the 
banks for working capital which it formerly 
provided largely out of its own reseurces. In 
this way high taxation itself contributes to 
monetary expansion—a _ conclusion | which 
applies in some degree also through the 
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private, as well as the business, borrower 
from the banks—at a time when budgetary 
and monetary policy should be working 
harmoniously in the same direction. 


STEPS TOWARDS EQUILIBRIUM 


Here, as elsewhere, analysis leads back to 
the observation that we are operating an over- 
stretched economy. in whith it is extremely 
difficult to balance the competing demands 
for an increased flow of corsumers’ goods to 
restore the standard of living, for a still larger 
volume of exports to pay for Our severery 
depleted imports, and for the improvement 
of our capital equipment and enlargement of 
stocks after years of inadequate replacement. 
It is in the conflict of these demands, follow- 
ing the disruption of war, that we find the 
leading causes of inflationary pressure, rather 
than in anything that has been done, or any- 
thing omitted, in the conduct of our monetary 
affairs—though it has to be observed that 
some of the measures adopted after the war 
to lower the vield on Government securities 
provoked manifestations of an inflationary 
condition which might well have been 
avoided. It follows that, while financial con- 
ditions, including the conduct of the public 
finances, should be attuned as far as possible 
to the general purpose of economic policy, 
the real and lasting and most readily available 
remedy is to be found in a progressive en- 
largement of the total output from’ British 
industry. ; 

We seem to have exhausted the contribu- 
tion to be made to that result by reconversion 
factors like the release of men from the Ser- 
vices for industrial employment and the 
switching over of plant and machinery from 
war- to peace-production ; and effort must 
now be concentrated upon using the available 
resources in the most productive way, 
removing obstructions to efficient production 
and vigorously seeking and applying technical 
improvements. There are many examples of 
the magnitude of the results achieved by 
individual undertakings along these lines, 
using the barest minimum of new physical 
resources. 


MANPOWER PROBLEM 


On a broader view, one cannot regard it as 
satisfactory that the number of civilians in 
the service of the central Government remains 
as big as at the end of the war—if, indeed, 
the trend is not sull upward—or that the 
increase in the number of people employed 
in distributive trades is almost as large as in 
manufacturing industry, or that the planned 
addition to the total manpower in coal-mining 
and textiles has not been achieved, It has to 
be recognised, moreover, that economic con- 
trols—necessary though many of them may be 
—<ontribute to the enlargement of the pro- 
portion of administrative to directly produc- 
tive staffs in many industrial undertakings. 
There is no easy solution of the problem how 
to secure the necessary re-allocation of man- 
power, but failure to solve it miust be reflected 
ultimately in a lower standard of living than 
would otherwise be practicable. 

As for the other aspects of increasing out- 
put, there is much to be gained from the ex- 
change of ideas that can be expected through 
the agency of the Anglo-American Produc- 
tivity Council, and from organised efforts to 
achieve technical simplification by elimimat- 
ing some of the multiplicity of parts and com- 
ponents in engineering and other industries. 
Time presses, for with the running-down of 
the momentum of reconversion the rise in 
the curve of industrial production, taken as 
a whole, seems to have slackened in recent 
months. Happily, the former stringency in 
the flow of materials and components has 
been loosened at a number of points, though 
one still hears of widespread difficulties in 
synchronising deliveries, with resultant waste 
and high costs of production. 


AN ENCOURAGING FEATURE 


The position in industry, and indeed 
throughout the economic system, is such as 





to call for the highest standards of skill, 
judgment and resourcefulness im mianage- 
ment. Hence one of the encouraging features 
of our time is to be seen in the close atten- 
tion amd systematic study which are now 
being given, both in public service undertak- 
ings and in private business, to developing 
the art and practice of management. Never 
was the need greater, for, quite apart from 
the immediate difficulties I have mentioned, 
many intractible problems have arisen from 
the great structural changes undertaken in 
the postwar years. Vast experiments in ad- 
ministration have been set in motion, some of 
them necessitating new machinery of contact 
between Government departments and 
private business, others transferring ultimate 
responsibility out of private hands into the 
hands of Ministers of the Crown, acting 
through specially appointed bodies. During 
the past year there has been a ceaseless fer- 
ment of ideas, discussion and experiment 
testifying to the fact that public ownership 
and public control of great undertakings 
set up as many problems as they immediately 
solve. The course of events in the coal 
industry is a conspicuous example, with its 
sequence of inquiries issuing in the presenta- 
tion of a Bill before Parliament to alter the 
composition of the governing body within 
two and a half years of its appointment, 


FUNCTIONS OF PARLIAMENT 


On many of these problems of manage- 
ment only people with a close knowledge of 
the circumstances of the particular in- 
dustry are qualified to offer suggestions ; but 
there is one question, of major import for 
the efficient conduct of nationalised under- 
takings, which is of general concern. This 
has to do with the functions of Parliament 
in its capacity—new and extraneous to the 
purpose for which it was designed—as repre- 
sentative of the public interest in state owned 
businesses. Clearly, maximum freedom from 
Parliamentary intervention must be accorded 
to those conducting the day-to-day affairs of 
the undertaking, but it is much more diffi- 
cult to draw the line in matters of major 
policy. In any event, Parliament cannot 
escape responsibility for seeing that the 
affairs of the undertaking are conducted in 
accordance with statutory directions and in 
a manner that measures up to the highest 
standards of efficiency. 


How it is to exercise this continuing 
scrutiny remains to be determined, though 
the various Acts do make provision for the 
presentation of -annual reports, externally 
audited accounts and other material. There 
is little indication so far that Parliament can 
‘make room in its crowded time-table for full 
debate on this material, and some system of 
delegated examination may have to be 
evolved similar to that which is applied, with 
recognised success, to the accounts of 
Government departments through the work 
of the Public Accounts Committee. Whether 
this suggestion is practicable or not, certainly 
some method will have to be found of pro- 
viding for proper Parliamentary supervision 
without stultifying the sense of responsibility 
and initiative in those whose duty it is to 
manage the newly acquired undertakings. 

The problems I have mentioned make it 
evident that recent experiments in adminis- 
tration have by no means reached comple- 
tion, in the sense of having established 4 
framework for smoothly working, efficient 
and pengtabie management and control. One 
is forced to the conclusion that it would have 
been better if they had been spread over a 
longer period, giving more time for observa- 
tion and testing of the results, and for adap- 
tation im the light of accumulating ex- 
perience. This is not the place for me to 
comment on the pros and cons of state 
acquisition of parucular industries, or on 
the broad issue of state ownership and con- 
trol as against private enterprise ; but it is 
proper for me to suggest that, if only on the 
ground of excessive haste already indicated, 
the introduction of the Steel Bill must be 
regarded as in every way untimely and ill- 
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conceived. This project was bound 
create additional and. gratuitous disturbaa, 
and to add to the congestion of alteagy 
existing tasks of reorganisation, 


THE BANK IN 1948 
It will have 


was impelied thereby to resign his. poss 
as whole-time vice-chairman and later i; 
seat on the board. He had givem yas 
service to the bank over a long career, begin. 
ning with his entry as a junior ote. 
unuing through provincial branch manage. 
ships and culminating in a Position of grey 
responsibility. It was fortunate that we hy 
in Mr Edington and Mr Rouse, our hi¢ 
general managers, men of high capacity 
were already experienced in leadershj 
the executive side of the bank’s work.4 an 
most grateful to my colleagues on the Boat 
Lord Harlech, Sir Cassie Holden and §; 
Alexander Roger, for so kindly consent: 
to serve as deputy chairman, to act in m 
place as occasion may require. ’ 


I have already commented on thet 
tinued growth, during the past year, of bank 
deposits and advances—movements whid 
are illustrated in our own balance’ she 
comparisons. On the material already cir. 
lated to you with the annual report T ned 
only remark that changes in form have ten 
made to accord fully with the accountin: 
provisions of the new Companies Act. Ox 
net profits, after tax, are slightly higher o 
the year, but are still well below the fig: 
for 1938, notwithstanding that deposits har 
multiplied two and a half times, Thi 
apparent contradiction is due in part to th 
fact that the larger proportion of the deposis 
added over the past ten years is placed a 
assets yielding very low returns, and in put 
to the much heavier costs of operation; bu 
it reflects also the far bigger inroads of tax 
tion, with a higher standard rate of incom 
tax and the superimposing of the profits tx 


breakdown of health we ail deeply. rege. 
POSiticg 


Be 


ENLARGEMENT OF ACTIVITY 


Balance sheet comparisons give only on 
indicatiofN of the sustained increase in tk 
volume of our business. I have describe 
at some length, for example, in previo 
statements the very remarkable en 
of activity in our overseas branch. This hs 
gone still further during the past year, a 
we are eager to take every opportumity, mo 
only of fostering British export trade, bu 
also of contributing to the earnings of ths 
country by way of “ invisible exports.” h 
pursuing this object we have sent representr 
tives to various parts of the world, and ou 
standing among the past year’s tours was ti 
visit paid by officials to various countries 2 
the Far East, extending from India mi 
Pakistan eastwards to Japan, as well a 
Australia and New Zealand. Since’ the e! 
of the war, nearly every country in the wot 
has been visited, and we are certain that th 
cultivation of personal contact and 
yields solid results in the national interest # 
well as that of our own bank's fume 
development. The continued growth of o 
Overseas business, notwithstanding the U& 
settled conditions abroad, demonstrates t 
advantages of our long-standing polity ¢ 
refraining from operating through branche 
or subsidiaries in other countries. Ths 
same policy helps to foster the 
relations which we cultivate by const! 
efforts to establish and maintain direct 
tact with leading officials in banking * 
Stitutions overseas. 

On another ‘Side of the bank’s wide 1 
of service, cur executor and trustee 
continues to record expanding business a 
in order to bring its facilities within @ 
reach of actual and potential clients, 
proceeded with the policy of opening #* 
offices to supplement its countrywide he 
sentation through the branch system @ © 
bank itself. I am glad to be able to tes 
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the progressive results reported by 
als filiated banks in Scotland and Northern 


Ireland. 
RE-EXPANSION OF BRANCH SYSTEM 


Despite many obstacles in the way of 
obtaining and preparing premises, we have 
a considerable distance in the post-war 
re-expansion of our branch system, filling 
gaps and securing representauion in new 
centres aS may seem to be required by 
shifts of population and actual or prospective 
changes in the location of industry. During 
the war nearly 350 offices were closed, some 
through destruction by enemy action, but the 
great majority—most of them small part-time 
es—for pressing reasons of economy in 
af. About 170 of these have since been 
re-opened, and half as many new branches 
have been established bringing the total, at 
pearly 2,050, within a hundred of the figure 
at the outbreak of war. 

Bevond our regular branch system, we have 
in the past year extended arrangements for 
temporary representation at widely dispersed 
events—chiefly trade exhibitions and agricul- 
tural shows—where our. services might use- 

* fully be made available, Special facilities are 

provided, according to the occasion, at stands 
orin movable huts or in a specially designed 
moter-trailer. Thus, at such events as the 
British Industries Fair we make full pro- 
vision for the conduct of overseas business 
and arrange for the attendance of interpreters 
and officials thoroughly competent: to give 
advice to foreign buyers and others on the 
manifold details of financing international 
trade. We are confident that these varied 
activities are appreciated by those who benefit 
directly from them, besides contributing to 
the general goodwill of the bank. 


TRAINING ARRANGEMENTS 


In the interests of all customers alike, we 
ae constantly striving to improve the quality 
and efficiency of our staff. This is essential, 
because ours is, above all, a personal service, 
fequiring full appreciation of customers’ 
varied and changing needs and resourceful- 
ness t0 meet them as far as may 
practicable. In previous statements I have 
oo some particulars of our arrangements 

training new entrants and more seasoned 
members of our staff. and last year I men- 
tioned the pending inauguration of a resi- 
dential college for advanced tuition. This 
pat of our scheme has abundantly justified 
itself, and I am sure will yield handsome 
retums, in years to come, in the quality of 
our management at head office and the 
branches. We have just embarked on a 
further experiment by arranging short courses 
for managers. 

Jt is felt that much is to be gained on both 

: the close intercourse, in combined 
examination of managerial problems, between 
these representatives of the bank in its direct 
telations with the public and those officials 

ate charged with more general and 
Supervisory functions at head office. All this, 
» cannot have its full effect in the 
Piogressive improvement of our service to 
community unless we take steps to ensure 
the recruitment of suitable young men. 
‘Metimes think that the advantages, interest 
and Sbportunities of a career in banking are 
Rot fully appreciated by boys approaching the 
ume of leaving school or by their advisers, 
‘nd it is with this in mind that we have 
a booklet, which is available to 
fieers masters and others, entitled “A 
Cateer in the Midland Bank.” 

It Ws to me, in conclusion, to perform 

aduty in which I take very special personal 
¢—namely, to express, on behalf of 

d and, I am sure, of shareholders and 
oo of the bank everywhere, apprecia- 
of the efficient and courteous service 

1 by the staff at all levels and at all 
Points of contact. In native ability and ex- 
pe competence we have ample cause 
: a in our staff, and added to these is 

~, measure of those personal qualities 

contribute incalculably to the smooth 
Sonduct of the business entrusted to us. 


BARCLAYS BANK LIMITED 


ANNUAL MEETING OF 
STOCKHOLDERS 


The fifty-fourth ordinary general meeting 
(being the annua! general meeting for the 
year 1949) was held on the 10th instant at 
the head office of the bank, 54, Lombard St., 
London, E.C,3. 


Sir William Goodenough, Bart, (the chair- 
man) presided. 


Mr H. G. Tickle (the secretary) read the 
formal notice convening the meeting and the 
report of the auditors. 


With the concurrence of the stockholders 
Present, the report and accounts and also the 
statement by the chairman, which had been 
previously circulated, were taken as read. 

The chairman moved: 


“That the report of the directors of the 
company now produced, together with the 
accounts annexed as at December 31, 1948, 
culy audited, be received, approved and 
adopted, and thatja final dividend of 5 per 
cent., making 10 per cent., for the year, on 
the ‘A’ stock, and a final dividend of 7 per 
cent., making 14 pertent., for the year, on the 
*B’ and ‘C’ stock respectively, less .in- 
come tax in each case, be declared, payable 
on the. 25th instant to the stockholders regis- 
tered in the books of the company. on the 
17th January last.” 


Mr W. QO, Stevenson, a deputy chairman, 
seconded the motion, which was carried. 


The retiring directors were re-elected, and 
ether ordinary business was transacted. 


A vote of thanks to the staff and a vote of 
thanks to the chairman for presiding at the 
meetings were unanimously accorded and the 
proceedings terminated, 





THE NATIONAL BANK 
LIMITED 


ANNUAL GENERAL MEETING 


The one hundred and fourteenth annual 
genera] meeting of the proprietors of The 
National Bank, Limited, was held on the 10th 
imstant at 34, College Green, Dublin. 

Mr Michael J. Cooke, the chairman, pre- 
sided. 

The secretary read the formal notice con- 


vening the meeting and the report of the 
auditors. 


The directors’ report for the year which 
had been previously circulated was—with 
the approval of the proprietors present—taken 
as read, and the chairman commented on the 
principal movements in the figures in the 
balance sheet. Reference was made to the 
transfers from profit and loss account of 
£30,000 to the reserve fund, £100,000 to 
staff pensions fund and £7,104 to staff provi- 
dent funds, and to the provision for a final 
dividend of 5 per cent., making 10 per cent. 
for the year, leaving the sum of £49,922 to be 
carried forward. 


The chairman moved: “That the profit 
and loss account for the year ended Decem- 
ber 31, 1948, the balance sheet as at that date 
and the directors” report be adopted by the 
meeting and entered on the minutes.’ 


Sir George F. Murphy, Bt., seconded the 
motion, which was carried unanimously, 


The retiring directors, Michael J. Cooke, 
Fsq., Thomas Geoghegan, Esq. F.CA., 
Richard J. Maume, Esq., and Sir Cornelius J. 
Gregg, K.C.B., K.BE., LL.D... were re- 
elected, and the remuneration of the auditors, 
Messrs Peat, Marwick, Mitchell and Com- 
pany and Messrs Stokes Bros. and Pim, was 
fixed. 
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UNION DISCOUNT COMPANY 


OF LONDON, LIMITED 


INCREASED TURNOVER 
, AND PROFIT 


The ninety-first ordinary general meeting 
of this Company was. held, om the Mth 
instant, in London. 

The following is the statement by the 
chairman, the Rt. Hon. Lord Kennet of the 
Dene, P.C., G.B.E. D.S.O., on the report 
of the directors and accounts for the year 
ended December 31, 1948: 

Our turnover for this year in short-dated 
bonds and bills shows again a substantial in- 
crease. and the balance-sheet. balances. at 
£,249,412,000. in com parison with 
4£215,420,350 for the preceding year... In the 
same comparison, our total of bills discounted 
at the date of the balance-sheet showed an 
increase of £18,600,500, Our “contingent 
liability on commercial bills has again ex- 
ceeded all previous figures; it stood at the 
date of the balance-sheet at £20.867,720. The 
toial of our securities in the balance-sheet is 
£78,567,743, which is higher than last year 
by £14,103,670, and our loans and deposits, 
etc., were £33,898 130 higher at £ 240,947,550. 

Our securities. are, as ever except as to a 
small amount, British Government Securi- 
ties of the shortest date. Over long periods, 
changes in this total no doubt reflect to some 
exient general tendencies in the discount 
market. But from changes in the total over 
shorter periods, from year to year, inferences 
cannot safely be drawn as to the nature of 
such general tendencies, because variations in 
the state of the market at the time at which 
our accounts are made up may exaggerate 
them or minimise them. 

Our profits are £305,270, in comparison 
with £287,118 in the preceding year. After 
paying a final dividend, making 10 per cent. 
fer the year, we carry forward £658,575, 
which is £93,520 more than we carried for- 
ward last year. 


F. W. WOOLWORTH AND 
COMPANY, LIMITED 
RECORD SALES 





The fortieth annual general meeting of 
F. W. Woolworth and Company, Limited, 
will be held in London on the 4th proximo. 

The following is an extract from the state- 
ment of the chairman, Mr. B. E. Uffindell, on 
the accounts for 1948 :— 


All things considered, I feel that the 
trading result for the year under review may 
be regarded, to say the least, as satisfactory. 
Supplies and variety of goods have been 
easier but in many cases are by no means 
unrestricted. 

Purchase tax remains the main cause of 
the continuance of the high prices of many 
goods. It places a further burden on incomes 
which have already been depleted by direct 
taxation and is also one of the causes of 
demands for increased wages, We all 
appreciate that taxes, and heavy taxes, are 
necessary under present conditions, but they 
can be so heavy as to defeat their own object. 

Some easement of the present tax burden 
is needed if new life is to be infused into 
effort and enterprise. 

Sales figures attained during 1948 create 
a record in the history of the company, 
despite difficulties of trading, and far sur- 

assed the record volume set up for 1947. 

et profits before taxation also create a new 
record for the company, though not of course 
to such an extent as the sales record, by 
reason of the lower margin of profit at which 
your company traded for the year under 
review. 

Net profits after taxation are not a record 
this item was exceeded for each of the years 
from 1936 to 1939. In keeping with Govern- 
ment wishes no increase m ordinary dividend 
or bonus is proposed. I take an optimistic 
view of 1949 prospects. 
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Investment Statistics 


Company Notes 


F. W. Wootworth.—The full accounts of 
F. W. Woolworth for the year to December 
31, 1948, reveal trading profit to have 
increased from £9,972,210 to £10,250,694 on 
the year. Total profit has risen from 
£10,160,865 to £10,425,716. Including 
future tax provision of £570,000 in earnings 
for 1947, earnings have expanded from 88.4 
per cent to approximately 100 per cent. 
Both sales and net profit were a record for 
the company. Net current assets (including 
investments) ameunted to 18,204,814 
(£16,090,021) on December 31, 1948. 


Bass, Ratcliff and Gretton —According 
to the first consolidated accounts of Bass, 
Ratcliff and Gretton group profit for the year 
to September 30, 1948, amounted to 
£1,944,.277. The dividend on the parent 
company’s ordinary capital has been main- 
tained at 25 per cent tax free (including 
5 per cent tax-free bonus). Group net liquid 
assets were {£5,637,042 on September 30, 
1948. 


J. Crossley and Sons.—The preliminary 
statement of J. Crossley and Sons, carpet 
manufacturers, show trading profit for the 
year to December 4, 1948, was approximately 
£410,870 against £333,772 for the previous 
year. Net profit has increased from {£118,772 
to £207,779. The total dividend of 20 per 
cent is the same as for the previous year. 


Venezuelan Oil Concessions.—Seventy- 
five per cent. of the minority preference and 
ordinary shareholders of Venezuelan Oil Con- 
cessions representing 90 per cent. of the total 
minority shares have notified their acceptance 
of the recent offer by Shell of £2 nominal 
Shell Transport and Trading ordinary stock 
for each 13s, 4d. preference and ordinary 
share of V.O.C. 


Austin Motor.—Implementation of the 
scheme of Austin Motor to build an assembly 
plant at Hamilton, Ontario, may be deferred 
owing to shortage of dollars. 


British Tin Investment.—Net profit figure 
of British Tin Investment for 1948, as given 
in the preliminary statement, was £116,716 


against £38,369. The dividend of 10 per 
cent, is double the previous year. 


Barrow Hepburn and Cale.—Profit of 
Barrow Hepburn and Gale, tanners and 
leather goods manufacturers, increased 
from £690,724 to £979,938 in 1948. The 
dividend is unchanged at 20 per cent. 


Paterson, Simons (East India merchants). 
—Capital consists of £46,250 in cumulative 6 
per cent. £1 preference shares and £151,500 
in 5s. ordinary shares. Profit before taxauon 
and directors’ emoluments for year to April 
30, 1939, £38,253; for years to March 31st: 
1947, £150,307; 1948, £179,059. Assets as at 
March 31, 1948: Fixed assets, £76,220; trade 
investments and interest in subsidiary, 
£44,846; rotal current assets, £1,331,124; net 
current assets, £516,007. On a dividend of 
32} per cent. the ordinary shares yield just 
over £8 per cent at the expected opening 
price of 20s.-20s. 3d. 


Capital Issues 


BY PUBLIC ISSUE 


George Kent (industrial instruments, etc.). 
—Lists opened and closed on Friday, 
February 11th, for the issue of 360,175 cumu- 
lative 44 per cent. £1 preference shares at 
par and 285,700 10s, ordinary shares at 14s. 
per share. Share capital consists of £696,747 
in £400,000 cumulative 4} per cent. £1 
preference shares and £296,747 in 10s. ordi- 
nary shares. Loan capital outstanding as at 
October 1, 1948, was £197,690 in 4} per cent. 
debenture stock. (These figures for issued 
capital correct those erroneously given in a 
reference to the issue in these columns a week 
ago. Profit, before all taxation for years to 
March 31st: 1939, £23,235; 1947, Dr. 
£97,598; 1948, £154,179. Assets as at March 
31, 1948: Fixed assets, £429,895; intangible 
assets, £46,634; redemption policies, £13,950; 
total current assets, £1.208,082: net current 
assets, £344,700. A loss incurred in 1946-47 
is the result of conversion to peacetime pro- 
duction and the fuel crisis. The sharp recov- 
ery in profits during 1947-48 is anticipated to 
be surpassed in 1948-49, the first six months’ 
profit being over £100,000 excluding the 
results of the subsidiary companies. The 


preference dividend is covered 7 times! anj 
an ordinary dividend of 10 per cent Was paid 
from earnings of 38 per cent, At ]4s, 
10s. ordinary shares yield £7 2s, 104. per 
cent, 


BY STOCK EXCHANGE INTRODUCTign 


Stanley Linings (cotion and rayon many. 
facturers and converters). — A quotation js 
being obtained for the capital of 
in £100,000 cumulative 54 per cent. {1 pref. 
erence shares and £100,000 in 2s. or 
shares. Consolidated profit before all gy. 
tion but after deducting directors’ rem 
tion for years to March 31st: 1939, £5,09). 
1947, £49,273; 1948, £102,300. Group asses 
as at March 31, 1948; Fixed assets, £28,465. 
total current assets, £245,486; net curren 
assets, £204,366. The preference dividend 
is covered 55 times on a twelve-year averay 
of profits. The ordinary dividend, on a bagis 
of 25 per cent, was in the latest year covered 
by earnings of £79,217, subject to income tax, 
At 21s, 6d. the preference shares would yield 
£5 2s. 6d. per cent. and the 2s. of 
shares at the expected opening price of 5s, 
yield £9 per cent on a dividend of 25 px 
cent, 


New Issue Prices 


| Issue Pre 

Name | Price} Feb. & 

| @) | 190 

{ i 

Australia, 3% 1972-74........s0+- , 200 | 100 nh 

Austin Motors, new (10/- paid)..... 1 25/0 | 17/319) 
Beales Assoc. Cos., 4/-.........008 14/0* 13/10)-44} 
PBentall (B. H.), 5% Cum. Pref..... | 21/0 | 20/9815 
British Guiana, 3°% 1975-80....... } 100 | 102)—I102) 

Broadcast Relay, Deb............. ; 100 | gi-® 
Buchanan, 6% Pref........cscse08 | 32/01! S/S 3h 
Calor Gas (Holdings), 5/-.......... } 20/6" 20/0204 
Crofts Engineers (Holdings), 5/-.... | 20/0* 23/0—256 
Do, 5% Cum. Pref. . ic. cecoese , 22/0 25/3--25/9 
Biiaston, “AAG. 2.0) adsacsare 24,0* 22/0254 
Po” We UM: PGE... os coeds 24/0", 23/0—-49 


Do. 4$% Unsec. Notes, '54°54-68 | 1001*) 10110 


Hector Whaling, Pid.........5... » | 26/9 26/464 
iptec SE, BIE, cncnr sapntnnashe 1 20/6 ,20/44—207 
Melias & Pritchard, 4)- 2222277720. 1170 | 160-165 
Do. 85% Ist Pref. . i. civeves } 23/0 | 24/3-244 
Spurling Motor Bodies...........+- } 20/9 (22/4422 
S. Staffs. Water, Deb. «..... deeee: * ae 104 a 
Wemeee AN, + oat ices. cis + ots 1 15/9* 18/9—19/ 
ie. 40 WR UA abes | 22/0a!23/44—26 
ites Adee? 53. ds %cctis ins. ces | 32/9* 34/33/83 
Do. 45% Cans, Pret... 0nd: eves 21/74" 21/9233 
(a) To public. * Placing. + Introduction. 





SECURITY PRICES AND YIELDS 


A fuller list containing 371 securities appears weekly in the Records and Statistics Supplement. Notes on the following company 
reports appear in the Supplement: Bass, Ratcliff and Gretton; Henly’s; R. E. Jones; Midland Iron and Hardware. 
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} t " 
Prices, " Price, | Price Yield, Gross Prices, Last T 
Year 1949. |, sae C8, | >| 3 Yield, | Year 1949 ii . st wo 
Jan, 1 t0 Feb, 9) Moms 'et Semmity I "ioaa" | "teas" a Feb. $, | Jan. 1toFeb, 9) Dividends 
Hi } i) High | Low |) (@) ® © 
















' 
; 
| | | }% & j j j 
mat | 1008 ‘|War Bonds 24% August 1, 1949-51) 100% | 100 | 0 5 1) 1 8 lle 
1008 | 100 (Exchequer Bonds 12% Feb. 15, 1950), 100, | 100% |010 9/1 6 105 | 103% | 
10244 | 102 War Bonds 24% March 1, 1951-53. 1024 | 102% |0 7130/1 9 Se] 102 | roi | 
103, | 1024 |War Bonds 24% March 1, 1952.54. | 102}xd 102, xd) 010 11/112 8} 5) 5A | 80 © 
1034 | 105$ ||War Loan 3% (after Dec. 1, 1952)}) 103% | 205% |1 0 1/212 8 9% | 8 | 25 b 
103§ | 102% |\War Bonds 24% Aug. 15, 1954-56.|) 102}xd) 102ixd, 0.17 3/119 4¢] 80/3/ 78/3 | 10 8 
1 | 102. ||Funding 2§% June 15, 1952-57... |, 103 | 103% | 12 2/2 7 OF} 2/3! r7/t0p) 15 ¢| 15 
105} | 104% |/National Def, 3% July 15, 1954-58! 105 | 105 1 12012 8 42] 33/108) 32/1} 40 €} 40 
106% | 105% |'War Loan 3% Cet. 15, 1955-59... .|| 1 | 106 }2 2211/2 OL} 8l/-,  77/- 7 bj 
1044 | \jSavings Bonds 3% Aug. 15, 1955-65) 103f¢xd) J03}xd) 1 8 5 1214 107 | 2181/9 | 173/9 | 41244 
1024 | 101g Funding 24% April 15, 1956-61....|, 102% | 1028 2 4 1/2 7 07] sa!) 5a] 12 6f 
104 | 104 | Funding 3°{ April 15, 1959-69... 1 1048, | ae (2 8 5/235 41] 38/9) 37/6] abel 
14 | 114 |\Punding 4% May 1, 1960-90. ..... Halas | 1148/0317 7 } 212 Oc} 30/- | 28/114) The 
10344 | 102% | Savings Bonds 3% Sept. 1, 1960-70), 102hxd 1024#xd 110 0/216 6f] 34/- | 33/-") “8 | 
#2 | {984 Savings Bonds 24% May 1, 1964-67) 99% | 99% /1 8 8) 211 Of} 77/- | 74/104) 15 €| 1 
pa / 
16} | 1144 Victory Bonds 4% Sept. 1, 1920-76! 115}xd L14yxd, ) 2 6) 21411") 49/44, 45/6 || 7b 
103% | 1014 | Savings Bonds 3% Aug. 15, 1965-75) 102kxd\ 1 xd, 1.10 Ht |217 61] 6 | 5H | 19d} 2 
109 | 109% jConsols 4% (after Feb, NP | 2098 (01811) 213 Sf) 47/3) 44/-1 1 ee} 1 
107) | 106% (Conversion 34% (after Apr. 1, 1961), 107 | 107} |1 6 9/218 3f] 51/6| 48/-/| 10 ¢} 
81k | 79% \\Treas. Stk. 26% (after Apr. 1, 1975) 8Of | 80/114 3 3 2 7f] 61/6. 53/6 10 ¢| 
100% | 98% {/Treas. Stk. 3% (after Apr. 6, 1966).| 100 | ;213 3;3 09 53/6} 31/6 |) 3lgm'! 
10248 | | |} Redemp. Stk. 5% Oct. 1, 1986-96... 102 | 1028 | 112 10} 2 18 101) 52/3 50/103!) 12 ¢! 
8l4 | 7 Consols BG Tar) 4n 6 ata oan sail } Sle | 81H 5113 11'3 1 Bf] 32. 31k t74a cc! 
105% | 102% ‘Brit. Plec. 3% Gtd. April 1, ¥968-73! 203, | 103% | 110 4/217 5i] 57/9 sey- | Whe! 
102% | Brit. Blec. 3%, Gtd. Mar. 15, 1974-97) 102% | 1014 | 111 7/ 2.18 51] 78/9; 7/3! {2he| 
Brit. Trans. 5% Gta. Jaly 1, 1978-88) 101 | 101s | 1:12 1) 2 19 68| 6% || i2bal 
IBrit. Trans. 3°. Gtd, April 1, 1968-73), 103 | 103k | 1 20 217 e7/-| ene || deol 
edemption yields on stocks opliona i ve years 83/9 8o/9|! 18 b| 5 
| 


¥ ab} . 
are worked out on the assumption that they wil! be repaid at the earliest date. Redemption 
yields on other date? stocks assume that stocks paying over 3 per cent wil] be redeemed 
at the earliest date {these are marked ‘e’), and those paying 3 per cent or less wil! be repaid 
at the latest date (marked ‘).  () Net yields are calculated after allowing ‘or tax at redemption date, (i) To iatest redemption date 
Ss. in the g {f) Fiat yield. * Assumed average Hite 15 years 6 months, 













1 Tree of tax. 





Other Securities 

‘Australia 33% 1965-69..... | 104 105 | 

Birmingham 23% 1955-57...) 01 101 | 

,Angio-American Corp., 10/-.} 58 St | 

‘Anglo-Iranian Of}, A aauss 1 9 84 

‘Assoc. Electrical, Ord-fi...j| 79/6 | 19/6 | 
; 
’ 
: 


) |Bass Ratcliff, Ord. 9 Sivek | 
3 Be 


Lever & Unilever, Ord. £1. .|) 50/- 48/3 


‘London Brick, Ord. Stk. £1), §9/6xd) 57/6xd; 
\P’chin J’nson, Ord, Stk. 10/-;, 52/6 | 1/9 
'P. & O., Def.’ Stk. f1...... } 51/- | 51/- | 
‘Prudential, ‘A’ {1.........)) 32 32 
Stewarts & Lloyds, Def. £1.) 57/9 57/3 | 
Shell” Transpt.,Ord.Stk.£1)) 75/- | 71/10) 
‘Tube Invst., Ord. Stk. f1..) 6§ | 68 | 
‘Turner & Newall, Ord. Stk. {1))  86/- | 85/- 

‘Woolworth (F.W.), Ord 5/-' 83/3 | 82/9 | 


I Price, | Price, Yield, 

Name of Security |) Feb. 3, | Feb. 9, | Feb. 
| 1949 | 1999 | 14D 
{ i j 








\Assoc. Port.Cem.,Ord.Stk-£1|; 81/6 | 79/6 
Austin Motor, ‘A’ Ord. Stk. 5/-/| 33/1) | 32/6 
‘Barclays Bank, Ord. ‘B’ £1. /- | 80/- 

‘ 181/3 | 181/6 
British Oxygen, Or 5k 5t 
(Courtaulds, Ord. {1 .......)) 38/6 | 38/- 


‘Distillers Co., Ord. 4/-.....| 29/14 | 29/- 
‘Dorman Long, Ord. {1.....!| 33/6 33/6 
Dunlop Rubber, Ord. £1...|| 76/3 15/- 


‘Imp. Chem. Ind., Ord. Stk {1'| 47/6 46/- 
Imperial Tobacco, {1...... i 6 6% 
Lanes, Cotton, Ord. Stk. £1) 45/9 44/6 
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E HONGKONG AND. SHANGHAI 
BANKING CORPORATION 


(incorporated im th Colony of Hongkong) 
CAPITAL ISSUED AND FULLY PAID UP- - - - . $20,000,000 
RESERVE FUNDS STERLING - - . - - - - - £6,000,000 
RESERVE LIABILITY OF MEMBERS .- - - - - - $20,000,000 
Head Office: HONGKONG ~ 
Chief Manager’ Tue Honovraste A. Morse, C.B.E. 


TH 























BRANCHES 
BURMA CHINA (Con. INDO-CHINA MALAYA (Con. NORTH 
Rangoon Bhang tie Haiphong Johore Bahru BORNEO (Con) 
CEYLON Swatow Saigon Kuala Sandakan 
Cotombo Trentaio JAPAN Lumpur Tawan 
CHINA Tsingtao Kobe Malacca PHILIPPINES 
Amoy FUROPE Kure Muar ioilo | 
Canton Hamburg Tokyo Penang Manila 
*Chefo Lyons *Yokohama Singapore SIAM 
Chankin HONGKONG JAVA Sungei Patan Bangkok 
*Pairet Hongkong B Tetuk Anson ne 
° atavia “ UNITED 
Kooetow Kowloon Seupabape NORTH KINGDOM 
Hankow Mougkok BORNEO Sond 
*Hardi (Kewhooa MALAYA ao sence 
Moukde INDIA Cameron Brunei Town US.A. 
Nanking Bombay Highlands Jeaseiton New York 
Peiping Calcutta Ipoh Kuala Belait San Francisco 


* Branches not yet re-opened. 
London Office : 9, GRACECHURCH STREET, E.C.3 
BANKING BUSINESS OF EVERY KIND TRANSACTED 
A coreprehensive service a8 Trustees and Executors is also undertaken by the Bank's Trustee 


Companies in 
HONGKONG LONDON SINGAPORE 





REFUGE ASSURANCE COMPANY, LTD. 
Chiei Office : OXFORD STREET, MANCHESTER, | 


ANNUAL INCOME EXCEEDs £17,500,000 

ASSETS EXCEED £ 102,006,000 

CLAIMS PAID EXCEED €169,000,000 
(1947 Accounts) 

2 


HUDSON’S BAY COMPANY 


Applications are invited for the appointment of ARCHIVIST to the 
Company. Commencing salary between £450 and £550, according to age, 
qualifications, and experience, rising to £750 a year. Candidates pre- 
ferably between 30 and 35 years of age, must be graduates with sufficient 
experience of, and taste for, historical research to assist in the prepara- 
tion of material for publication. ae accompanied by copies 


s, should be sent to the under- 
R. A. REYNOLDS, 
Secretary. 
Beaver House, Gt. Trinity Lane, London, E.C.4. 


of not more than 3 recent testimonia 
signed. 





UNIVERSITY COLLEGE OF THE WEST INDIES 
INSTITUTE OF SOCIAL AND ECONOMIC RESEARCH 
Applications are invited for appointments to the research staff of 
the above Institute from persons with a good honours qualification in 
economics, sociology, or -other allied social sciences, and with some 
experience in research. Investigations may need to be undertaken in 

any part of the British West Indies. ; : 

Appointments will be made at an appropriate point in the scale 
£400 x £25—£500 or £600 x £25—£800, according to qualifications and 
experience, One appointment will be on the scale £800 x £25—£1,000. 
There will be children’s allowance of. £50 p.a. for each child up to 
a maximum of £150. Superannuation under F.S.S.U. Appointments will 
normally be for three vears in the first instance. Free passages are 
provided. 

Applications (six copies), giving names of three referees and full 
particulars of qualifications and experience, to be addressed to the 
Secretary, Inter-University Council for Higher Education in the 
Colonies, 8, Park Street, London, W.1, from whom further particulars 
may be obtained. Closing date March 31, 1949. 





NORWICH EDUCATION COMMITTEE 


NORWICH CITY COLLEGE AND ART SCHOOL, ST. GEORGE 
STREET, NORWICH. 
Principal: FRANK BRIERS, B.Sc., D.Phil. (Oxon). 

Wanted, as soon as possible, Lecturer in Commerce or Economics 
(Graduate or equivalent qualification) to teach Book-keeping, Commerce 
and related subjects to senior students in both day and evening classes. 
There will be an opportunity for the person appointed to assist in the 
development of advanced courses in Commerce or Public Administration. 

Forms of application, which may be obtained by sending a stamped 
addressed envelope to the Director of Education, City Hall, Norwich, 
should be returned to the Principal as soon as possible. 


NATIONAL INSTITUTE OF ECONOMIC AND 
SOCIAL RESEARCH 


Applications are invited for a junior appointment of Research 
Assistant Grade III, Its purpose is to provide assistance for the chief 
investigator now working on the Institute's Location of Industry 
project, which has government sponsorship. The appointment will be 
for one year in the first place with F.S.S.U. and children’s allowances. 
Salary range £400-£500 p.a. according to qualifications and experience. 
Minimum qualifications are a good honours degree in economics and 
seme research or other experience relevant to location research. The 
work may require some travelling. Applications in Tw with a 
brief statement of qualifications and the name and address of at least 
ohne referee, should be made within ten days of the appearance of this 
advertisement to: The Secretary, National Institute of Economic and 
Social Research, 2, Dean Trench Street, London, S.W.1, 

BRADFORD EDUCATION COMMITTEE— 
TECHNICAL COLLEGE, BRADFORD 

Applications are invited for appointment as SENIOR ASSISTANT in 
the College with suitable qualifications in Economics, Industrial 
Administration and Management. The Senior Assistant will also act 
as Assistant to the Principal. 

The salary, includingallowances, may range from £700 to £905 per 
annum, according to the Burnham §Scale. 

Further particulars of the appointment and forms of application may 
be obtained from the Director of Education, Town Hall, Bradford, and 
completed forms should be returned to the Principal of the College 
within two weeks from the date of publication of this advertisement. 

i ns _A. SPALDING. 
January, 194900 Director of Education. 
Printed in Great Britain by St. CLEMENTS Press. Lt0., t Kit 
at 22° Ryder” 





Portugal St., Kingsway, 
Street; St>- James's; London; $.\W.1. U.S. Representative’ R 







THE ECONOMIST, Februaty 1g, ggg 


Head Office : 
EDINBURGH 


» ESTO. 
LONDON OFFICES: 37, Nicholas Lane, E.C.4; and. 
18/20, Regent Street, Piccadilly Circus, §.w,4, 
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B. W. BLYDENSTEIN & CO. 


Established 1858 


BANKERS 





We specialise in all financial transactions wih 
The Netherlands 


54, 55 & 56, Threadneedle Street, London, E€2 


THE BRITISH FILM INSTITUTE 


The Governors of the British Film Institute, a body financed out ¢ 
public funds ‘‘ for the use and development of the cinematograph wa 
means of entertainment and instruction,’’ invites applications for th 
post of Director. This official is the principal executive officer dipsctly 
responsible to the Governors for the whole work of the Insti 
Candidates should be not more than 45 years of age: previous 
of the film industry is not_essential, but candidates must have had 
administrative experience. Salary in the region of £1,500 per 
depending on the age, qualifications and personality of the ph} 
applicant. 

Applications with the names of two referees to be adder anes 
Chairman of the Institute, 164, Shaftesbury Avenue, London, Wei 
not later than February 15th. 


MPERIAL CHEMICAL INDUSTRIES LIMITED, have a post 

with the senior sales staff of their dyestuffs organisation fn 
The position carries with it responsibility, good salary, and 
conditions, with excellent future prospects for the right man and woul 
involve an initial period of training in the U.K. in the dyesti 
business. Applicants should not be more than 30 years old should 
have a good educational background preferably with a 
degree in commercial subjects. A knowledge of dyestuffs sales 
be an asset but is not essential. Applications in writing to 
Dyestuffs Division, Staff Department, Hexagon House, Blackley, 
Manchester, 9. Ref. IND.I. ; 














— a ——_—$ ee etme 
TS Furniture Development Council invite applications for the pest d 
Executive Director and Secretary to the Council. 

Candidates are asked to read the Report of the Working Party @ 
Furniture published in 1946, the Industrial Organisation and Develp 
ment Act, 1947, and the Furniture Industry Development Council Orde, 
1948 (S.1. 1948 No. 2774). The qualities required are 
initiative, flexibility of mind and constructive imagination in dealig 
with the short-term and long-term problems of the industry (other tha 
remuneration or conditions of employment) and experience in 
and industrial management, 

Applicants should state age, education, qualifications, preview 
experience and date when free. Applications marked ‘ Private” ® 
arrive not later than February 19, 1949, should be addressed to 
Chairman, Furniture Development Council, 21, Cadogan Square, SW 


Te United Nations Association is about to appoint an Offer 
I will be responsible for special activities, i.e., the or 

National meetings, Demonstrations, Campaigns, Rallies, ete. 
£500 to £600 p.a. according to qualifications and experience. Al 
forms on receipt of stamped addressed foolscap envelope from, 
United Nations Association, 11, Maiden Lane, London, W.C.2. 


YyV ELL-ENOWN writer, recognised as an authority on current Fe 
Eastern and Pacific affairs with wide and influential contacts, 
post as political or economic adviser to trade association, industri! 
company or international organisation.—Box 62. 
{ALES MANAGER able to formulate and administer modern market} 
programme-in all aspects seeks change in London area, —Box & 


HARTERED Secretary (33), considerable experience legal # 
secretarial work, six years’ commercial and accountancy experian®, 
seeks position with prospects home or abroad.—Box 39. 


is Nala i: cxpipsinctniiabineidthdidt dads ael adult | 
POR Sale: Vols. 1, 2, 3, 4, Records and Statistics with indexes, —Box®@ 


Postal B ON 
Tuition for .$c.EC ‘ 


The London University B.Se. Econ. Degree is 4 valuable qualificaton for st tistical me 
and welfare work: in commerce and industry, and tor teaching or administrative post - 
Education authorities, etc. The degree is open to ali, without University residence * 
may prepare for the three examinations at home under the experienced guidance oF" 
Hall (est. 1894) - moderate fees payable by ‘nstaiments. it ‘desired 


Prospectus from Dept. P17, WOLSEY HALL, OXFOW 


London, “W.C:2.“Pubtished weekly by Tue ECONOMIST NEWSPAPER, 
- S. Farley, 111, Broadway, New York, 6.—Saturday, February 12, 1949. 
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